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CHAIRMAN’S STATEMENT FEEHRFE

On behalf of the board of directors (the “Board”), | hereby present the
annual results of China Strategic Holdings Limited (the “Company”) and
its subsidiaries (collectively, the “Group”) for the year ended 31
December 2004.

A NEW AGE FOR HONG KONG

When all unfavorable sentiment suddenly vanishes in thin air, markets
on all sectors become absolutely positive and volume of business booms
in amazing rate. Having recorded approximately 7.4% growth in Gross
Domestic Product, value of total exports soared by approximately 15.9%
and unemployment rate lowered to the 6.5% level, it is not difficuit to
explain why the government of Hong Kong gratefully awarded year 2004
as the best performing year among the past seven years ™! New
opportunities and new potentials that emerged, however, also give rise to
more fruitful chances of divestment.

During the year under review, the Group have successfully realized some
of our investments in retail business and in construction material
business and provided significant amount of cash flow for the Group to
re-focus on some other more profitable ventures.

Foreseeing the fact that local consumer spending would keep on picking
up visibly, amidst the gradually falling unemployment and the robust
recovery in the property market, the Group has managed to maintain its
exposure in the packaged tour business and in the hotel operator
business.

A NEW ERA FOR CHINA

Year 2004 has repeatedly affirmed the Group’s consistent positive
anticipation to the economy in China. The gross domestic product of the
country for the year reached RMB13,651.5 billion, up by 9.5 percent
real increase over the previous year while the annual per capita
disposable income of urban households in China recorded RMB9,422, a
real increase of 7.7% MNote2,

The expected macro-control measures by the central government were
actually being launched during the year, fortunately, in a more refined
manner and were no longer as eruptive as they once were. Seemingly,
the central government has fulfilled the scientific concept of development
strategy in full swing and carefully carried out various measures aiming
at enhancing and improving macroeconomic regulation which led to
remarkable achievements while with minimal side-effects on other
developing sectors.
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China Strategic Holdings Limited

CHAIRMAN’S STATEMENT FEREE

The on-going investment strategy in China has been maintained during
the year while the Group ventured into the consumer product market in
the country through a new investment in a battery manufacturing and
trading business in China.

To further bolster its exposure in the tourist industry in China, the Group
has entered into a very substantial acquisition and tock up a property
development project located in the high profile residential area of Jing An
District in the metropolitan city of Shanghat. The project includes a parcel
of land and a 24-storey building which will be developed into a service
apartment. Besides, it is believed that the acquisition would broaden the
source of income of the Group and strengthen its asset base.

PROSPECT

As the country has already attained rich and fruitful development in
2004, the Group is confident to the further growth in the economy of
China and Hong Kong in time to come. Having positioned itself as a
conglomerate investor in various sectors in the country, the Group would,
however, maintain its prevalent conservative and cautious investment
posture in the coming year and to contribute its effort to explore new
investment opportunities.

Despite any uncertainties, the Group will continue to strive to protect the
long-term interests of our sharehoiders.

APPRECIATION

On behalf of the Board, it is cur great good fortune that in our time we
have been given the opportunity to help recovering the Company and its
subsidiaries and to work in harmony with our dedicated staff.

Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong
26th April, 2005

Note 1: Sourced from: the Monthly Report on the Hong Kong Economy
December 2004 issued by the Economic Analysis and Business
Facilitation Unit of the Financial Secretary's Office

Note 2: Sourced from: The Statistical Communigue 2004 issued by the National

Bureau of Statistic of China
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MANAGEMENT DISCUSSION & ANALYSIS BEEZHWmER O

ANALYSIS OF THE GROUP'S PERFORMANCE

The Group's turnover for the year ended 31st December, 2004 totaled
approximately HK$123.4 million, representing a decrease of 95.7% from
approximately HK$2.9 billion compared to the financial year 2003. There
was no contribution to turnover in this current year from the segment
relating to the manufacturing and trading of tire products following the
group disposal of interests in subsidiaries engaged in this operation. The
turnover for the year was mainly generated from manufacturing and
trading of battery products and the pharmaceutical products operation,
the business segment of pharmaceutical products operation was treated
as discontinuing operations during the year following the disposal of this
operation in May 2004.

The Group’s audited consolidated loss for the year ended 31st December,
2004 reduced by HK$13.4 million to approximately HK$176.1 miliion as
compared to approximately HK$189.5 million in last financial year. The
net loss for the year was mainly attributable to the allowance for the
loans and interest receivables and provision for unrealized loss in
investments in securities.

During the year, the management continued to maintain a sharp focus
in the monitoring of its investment portfalios to better restructure and
rationalize its existing investments to the best interests of the
shareholders. At the same time, stringent cost control measures
continued to be in place in its manufacturing operations to ensure
maximum returns to the Group.

CAPITAL STRUCTURE, LIQUIDITY AND FINANCIAL
RESOURCES

During the financial year 2004, the Group financed its operations mainly
through cash generated from its business activities, banking facilities
provided by its principal bankers and proceeds from disposal of
investments.
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China Strategic Holdings Limited

MANAGEMENT DISCUSSION & ANALYSIS

For the year under review, the Group’s short-term bank loans and other
borrowings increased from approximately HK$38.3 million as at 31st
December, 2003 to approximately HK$42.6 million as at 31st December,
2004. Long-term bank loans and other borrowings reduced from
approximately HK$144,000 as at 31st December, 2003 to approximately
HK$3,000 as at 31st December, 2004. As a result, the Group's total
bank loans and other borrowings increased from approximately HK$38.4
million as at 31st December, 2003 to approximately HK$42.6 million as
at 31st December, 2004 representing an increase of 10.9%. The gearing
ratio, calculated to the total long-term borrowing bank loans and other
borrowing divided Ly total shareholders funds reduced from 0.00009 to
0.000002. The Group’s total borrowings of approximately HK$42.6 million
were mainly denominated in HK dollars, and the maturity profile spread
over a period of five years with HK$42.6 million repayable within one
year, HK$3,000 repayable two to five years.

As at 31st December, 2004, total bank borrowings of the Group
amounted to approximately HK$S million and most of the Group’s bank
borrowings bear interest at floating rates.

Capital expenditure aggregated to approximately HK$149.2 million for
the year was used primarily for purchasing of property, plant and
equipment. The Group’s capital expenditures will continue to be funded
primarily by internal resources or external borrowings or a combination
of both as required.

Cash and bank balances amounted to approximately HK$119.4 million,
and is mainly denominated in Hong Kong dollars and Australian dollars.
During the year, the company did not experience significant exposure to
exchange rate and interest rate fluctuations. As a result, the Group did
not enter into any material foreign exchange contracts, currency swaps
or other financial derivatives.
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MANAGEMENT DISCUSSION & ANALYSIS

SIGNIFICANT INVESTMENTS

China Enterprises Limited (carried on business in Hong Kong as China Tire
Holdings Limited)

For the year under review, China Enterprises Limited (“China
Enterprises”) continued to look at strategic investment opportunities with
a view to expanding business portfolios. Wing On Travel Holdings Limited
is a travel business related affiliate which continues to benefit from the
upward rebound to the travel business of Hong Kong after the negative
impacts brought by the outbreak of the Severe Acute Respiratory
Syndrome ("SARS") subsided over the corresponding period. After
disposing of its investment in Yinchuan C.S.l. (Greatwall) Rubber
Company Limited, Double Happiness Tire Industries Corporation Limited
and 25% interest in Hangzhou Zhongce Rubber Company Limited
(“Hangzhou Zhongce”) which are principally engaged in the
manufacturing and trading of tires products in the PRC and other
countries aboard in 2003, China Enterprises maintains minimal
involvement in the manufacturing and trading of tires products through
its 26% held interest in Hangzhou Zhongce.

During 2004, China Enterprises entered into a conditional agreement for
the proposed acquisition of a property situation in Shanghai, the PRC
and the property being erected thereon which comprises two levels of
underground carparks and a 24-storey building for a consideration of
RMB450 million. Under the result of the Closer Economic Partnership
Arrangement would have largely considerable potential on economic
cooperation and integration between Hong Kong and the PRC, and with
the gradual easing of restrictions on the individual mainland visitors
traveling to Hong Kang, we expect a great increase in arrivals once more
parts of the PRC are opened up to individual travelers. it is the intention
of the management of China Enterprises to continue seeking appropriate
investment opportunities in the hotel and travel related businesses in the
PRC in view of the positive outlooks in the coming future so as to further
expand.

MRI Holdings Limited

MRI Holdings Limited (“MRI") (ASX code: MRI) continues as an
investment company under the ASX guidelines.

Throughout 2004, MRI continued to actively seek suitable investment
opportunities to meet the strategic goals of MRI.

A number of possible investment opportunities were considered during
the year, however none were considered suitable to meeting MRI's
objectives, and the directors continue to seek appropriate potential
investment opportunities.

EBEZWE D

BEEHE

China Enterprises Limited {7E & # L China Tire
Holdings Limited Z £ 35 28 ‘& % %)

A EEE S E  China Enterprises Limited
([China Enterprises] ) BB S KRB IH &%
' DUEIMEBEE - kEREGER) AR
RAA—RUEFREEB2HERT  BEE
BEEEHREEUTREGEE(L LD
RZBETERRE BERTALEERZ
B EHRFR o DFEFE =% China
Enterprises® B EERBNPR (B BBE
BRARIREERBEIERNBRARZEER
RmMPERBERATRAMPED 2
25%ERIE  BEBERTIMPRERT 226%
BATHERHERREFREREC2E -
LREREEFEREARENEMEREFTE
BREHERBIEE -

WRZZEFME  China Enterprisesi] 2 7 — 12
B4 HE  AEWBURPEIEZYE
FEAELEZYE OE-—EREHRTESRS
E—EB24EEBE2AE  REBARHY
450,000,0007C - EEEE K EHRETHEZH
FT o RAEARMREERERRESEASRE
A& M EESREREARESBIRE
2R AEBEBRETIEESHWEERTAS
7% PEARBABLA - ENPEEER
IRERBTERRKBEZAREE  URE
AEEFEEE—SEE  China Enterprises® 12
EREEERMLITEDEEE 2KERS -

MRI Holdings Limited

MRI Holdings Limited ([MRI]) (ASX{R 5%
MRD B IEASXIESI EB B E AR -

S
RE®

oy F
=
NG

EREEA  MRI—EREZME
g LEBRMRIZERBER -

MRIXEANEERETHAIGZIRERE - &
MEPIT/EEMRIEBEZRE  MEFHH
BERYECBEIBEERERE -

PEREBER




oo

|

China Strategic Holdings Limited

MANAGEMENT DISCUSSION & ANALYSIS

Super Energy Group Limited

Super Energy Group Limited ("Super Energy') is a manufacturing
company engaged principally in the production and sales of batteries
and related accessories. Its major products are the primary battery and
the re-chargeable battery. Benefited from the worldwide economic
growth, demand for battery products has substantially increased. Having
conducting research and development on many new products, some of
them have already been produced, used and accepted in the market.

The invention of "No Mercury Button Cell Battery" has obtained the
patent in Beijing, the PRC. With the concept of "Friendly Environment"
being widely pursued in the USA and many European countries, Super
Energy believes that this product will be widely accepted worldwide.
Super Energy has also cooperated with sizeable Korean battery
manufacturing companies to produce the "Lithium-ion battery".
Application for patent is being sought for this product in the USA, UK,
Korea and the PRC, etc., and is commonly used in digital camera. Super
Energy believes that *Lithium-lon battery® is an invention representing
high guality, high capacity and advance technology. Super Energy has
confidence that this battery can become one of the leading battery
products in the market.

Meanwhile, Super Energy is concentrating to enlarge its market share
and it believes it will generate ample returns to the Group in the near
future.

CORPORATE DEVELOPMENTS

On 13th January, 2004, the Group entered into an agreement {("CN
Agreement”) (as subsequently amended on 17th March, 2004 and
further amended hy the supplement agreement dated 4th May, 2004)
with Wing On Travel (Holdings) Limited (“Wing On Travel”) for the issue
of convertible note by Wing On Travel to the Group for a consideration of
HK$155,000,000. Completion of the CN Agreement had taken place on
14th June, 2004.

in March 2004, the Company entered into the conditional sale and
purchase agreement Cheung Tai Hong (B.V.1.) Limited (“Cheung Tai
Hong"), a wholly-owned subsidiary of Cheung Tai Hong Holdings Limited,
in relation to the disposal of the entire issued equity interests in Tung
Fong Hung Investment Limited to Cheung Tai Hong for a total
consideration of HK$42,000,000. The transaction was completed in May,
2004.
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MANAGEMENT DISCUSSION & ANALYSIS & E 2 HRE D4

As stated in the joint announcement dated 8th March, 2004 of Pacific
Century Premium Developments Limited (“PCPD” formerly known as
Dong Fang Gas Holdings Limited an associated company of the Company
at that time}, and PCCW Limited (“PCCW"), PCPD conditionally agreed
to purchase (i) the entire issued share capital of Ipswich Holdings Limited
and its subsidiaries (“Property Group"), being the group of companies
holding PCP Beijing, PCCW Tower, other investment properties and
related property and facilities management companies of PCCW and its
subsidiaries and (ii) the loans of approximately HK$3,529 million, in
aggregate, of interest-bearing loans owing by the relevant members of
the Property Group to PCCW (comprising of HK$2,359 million and
US$150 million of such loans and (iii) certain property interests. The
consideration for the above transaction amounting to HK$6,557 million
will be satisfied by (a) as to HK$2,967 million by the aliotment and issue
of approximately 1,648 million new shares of PCPD to PCCW credited as
fully paid at an issue price of HK$1.80 per share; and (b) as to the
remaining HK$3,590 million by the issue of the convertible note by
PCPD to PCCW or as it may direct. The above transaction was completed
in May, 2004. PCPD then became the flagship of PCCW for property
development business in Hong Kong and the People’s Republic of China
(the “PRC") and thereafter PCPD ceased to be an associated company
of the Company.

On 18th March, 2004, the Company entered into 2 sale and purchase
agreement in respect of the disposal of 12.88% interests in the share
capital of Apex Quality Group Limited at the consideration of
HK$10,722,600. On 5th August, 2004, the Company entered into a
supplemental Agreement to extend the completion date of the
transaction. The above transaction was completed in September, 2004.

On 31st March 2004, the Group entered into a conditional agreement to
acquire 80% interests of the issued share capital of and the shareholder’s
loan to Talent Cosmos Limited for a consideration of HK$30 million.
Talent Cosmos Limited is an investment holding company and its
subsidiaries are principally engaged in the manufacturing and trading of
battery products.

The sale and purchase agreement dated 16th June, 2004 has been
entered into between the Group and Shanghai Jiu Sheng Investment
Company Limited in relation to the acquisition of the interest in a parcel
of land situated at Nos. 219 and 229, Jiang Ning Road, Jing An District,
Shanghai, the PRC and the building being erected thereon which
comprises two levels of underground carparks and a 24-storey building
for the total consideration of RMB450,000,000.
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China Strategic Holdings Limited L

MANAGEMENT DISCUSSION & ANALYSIS

The Company had been notified on 15th October, 2004 that Hanny
Holdings Limited ("Hanny”) and Paul Y. — {TC Construction Holdings
Limited (“Paul Y.”) had been approached by a third party (the "First
Potential Purchaser”) in connection with the possible acqguisition by the
third party of interesis in the shares of the Company from Hanny and/or
Paul Y., which might or might not result in a general offer for all the
shares of the Company (other than those already owned or purchased)
(the “Possible Acquisition”).

As stated in the announcement of the Company dated 4th November,
2004, the Group entered a memorandum of undertaking (the “MOU")
regarding the intension of the acquisition of the entire issued share
capital of Asso Limited (“Asso”) or such assets owned by Asso and/or its
subsidiaries (including Boading Yimian Group Co., Ltd.) for a
consideration of HK$200,000,000. Since the formal agreement was not
signed on or before the expiry date, the MOU was terminated and had
no further effect.

In October and November, 2004, the Group converted approximately
HK$100 million convertible note of Wing On Travel into ordinary shares
of HK$0.01 each of Wing On Travel at conversion price of HK$0.020 per
share. The interest of Wing On Travel held by the Group was accordingly
interested from approximately 32.2% to approximately 38.6% upon
conversion of the convertible notes into shares of HK$0.01 each in Wing
On Travel by the Group and other convertible note holder. The Group
also disposed of approximately 7.9% interest in Wing On Travel on market
for a consideration of approximately HK$45 million and the interest in
Wing On Trave! held by the Group was decreased to approximately 30.3%

On 30th November, 2004, the Group entered into two placing and
subscription agreements with Wing On Travel and the placing agent
pursuant to which the placing agent agreed to place 6,000 million shares
of Wing On Travel at the price of HK$0.028 per share and the Group
would subscribe for up to 6,000 million new shares of Wing On Travel at
the same price of HK$0.028 per share. The placing of 6,000 million
shares of Wing On Travel and subscription 3,660 million new shares of
Wing On Travel issued to the Group under the general mandate of Wing
On Travel were completed in December, 2004. The subscription of 2,340
million new shares of Wing On Travel issued to the Group pursuant to
the approval of independent shareholders of Wing On Travel were
completed in January, 2005. Upon completion of the above transactions,
the Group held approximately 25.0% interest in Wing On Travel.
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On 4th february, 2005, the Group further entered into a placing and
subscription agreement with Wing On Travel and the place agent
pursuant to which the placing agent agreed to place, on a best efforts
basis, up to 6,400 million shares of Wing On Travel at a price of
HK$0.022 per Wing On Travel share and the Group would subscribe for
up to 6,400 miltion new shares of Wing On Travel at the price of
HK$0.022 per share. The above transactions were completed in
February, 2005. The Group’s interest in Wing On Travel was decreased
to 21.1%.

On 3rd March, 2005, the Company had been informed by each of Hanny
and Paul Y. that its negotiation with the First Potential Purchaser
regarding the Possible Acquisition was terminated on Znd March, 2005.
However, Hanny and Paul Y. had commenced negotiation with another
interest party (the “Second Potential Purchaser”) on a possible
acquisition of a controlling stake in the Company by the Second Potential

Purchaser.

On 10th March, 2005, the Company had been informed by Paul Y. and
Hanny that they have entered into the share sale agreement pursuant to
which and subject to, inter alia, the implementation of the Group
Reorganisation as stated below in full each of Paul Y. and Hanny agreed
to dispose 135,000,000 shares (equivalent to 67,500,000 consolidated
shares of the Company upon the Capital Reorganisation as stated below
having become effective) which shares represent approximately an
aggregate of 30.6% of the issued share capital of the Company, for an
aggregate consideration of HK$52,110,000, equivalent to about
HK$0.193 per share (or HK$0.386 per consolidated share).

As stated in the joint announcement of the Company dated 1Sth April,
2005, the Company announced the following proposals, if approved and
implemented, would result in below:

(a) Group Reorganisation

(i) the Company continuing to be a public listed company with its
subsidiaries concentrating on its business of manufacturing and
trading of battery products, investments in securities and

property and investment in unlisted investments;

(i) all other subsidiaries of the Company carrying on property
development and investment holding business, and all other
associates of the Company carrying on manufacturing and
marketing of tires and business of providing package tour, travel
and other related services being grouped under Group Dragon
Investments Limited (“GDI"), a wholly-owned subsidiary of the
Company, and its subsidiaries; and
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(iii)the distribution in specie of the GBI share to the sharehclders of
the Company whose names appear on the register of members of
the Company on the record date on the basis of one GDI share
for one consolidated share of the Company.

(b) Capital Reorganisation
(i) the cancellation of the paid-up capital of HK$0.05 on each issued

share of the Company and reduction in the nominal value of each
issued share of the Company from HK$0.10 to HK$0.05;

(ii) the cancellation of the entire share premium account of the
Company;

(iiiYthe subdivision of each authorised but unissued share of the
Company into two reduced shares of the Company of HK$0.05
each: and

(iv) consolidate every two reduced shares of the Company of HK$0.05
each into one consolidated share of the Company of HK$0.10.
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DIRECTORS’ REPORT EESHEE

The directors present their annual report and the audited financial
statements of the Company for the year ended 31st December, 2004.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its
principal subsidiaries and associates are set out in notes 17 and 18 to
the financial statements respectively.

RESULTS

Details of the Group’s results for the year ended 31st December, 2004
are set out in the consolidated income statement on page 30.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group’s five largest customers
were less than 30% of the total sales. The aggregate purchases
attributable to the Group's five largest suppliers were less than 30% of
the total purchases.

SHARE CAPITAL

Details of movements of share capital of the Company during the year
are set out in note 28 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

PROPERTY, PLANT AND EQUIPMENT

During the year, property, plant and equipment with an aggregate net
book value of approximately HK$27 million were acquired as a result of
acquisition of subsidiaries and approximately HK$35 million were
disposed of as a result of the disposal of interest in subsidiaries.

The Group incurred expenditure of approximately HK$4 million on
acquisition of property, plant and equipment.

Details of these and other changes in the property, plant and equipment
of the Group and the Company during the year are set out in note 13 to
the financial statements.
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SUBSIDIARIES AND ASSOCIATES

In March 2004, the Group entered into a conditional agreement to
acquire 80% interest of the issued share capital of and the shareholder’s
loan to Talent Cosmos Limited for the consideration of HK$30 million.
Talent Cosmos Limited is an investment holding company and its
subsidiaries are principally engaged in the manufacturing and trading of
batteries products.

in March 2004, the Company and Cheung Tai Hong (B.V.1.} Limited
("CTH™), a company incorporated in the British Virgin Islands and is a
wholly-owned subsidiary of Cheung Tai Hong Holdings Limited (“CTHH")
whose shares are listed on The Stock Exchange of Hong Kong Limited
(the "Hong Kong Stock Exchange”), entered into a conditional sale and
purchase agreement pursuant to which CTH agreed to acquire from the
Group the entire equity interest in Tung Fong Hung Investment Limited
for a consideration of HK$42 million. The consideration were settled as
to HK$6.5 million by the issue of the promissory note by CTHH and as to
HK$35.5 million in cash.

In March 2004, Pacific Century Premium Development Limited (“PCPD”,
formerly known as Dong Fang Gas Holdings Limited whose shares are
a then 43.06% owned
associate of the Group, entered into agreements with PCCW Limited
("pPCCw”
Exchange) to acquire various property interests from PCCW for a

listed on the Hong Kong Stock Exchange),
, a company whose shares are listed on the Hong Kong Stock

consideration of approximately HK$6,557 million which was satisfied by
the issue of new shares and convertible notes by PCPD to PCCW or as it
may direct. The above transaction was completed in May 2004 and the
Group’s interest in PCPD was decreased from 43.06% to 2.83% and
PCPD ceased to be an associate of the Group accordingly. The Group
further disposed of all its 2.83% interest in PCPD and no interest in
PCPD was held by the Group as at 31st December, 2004.

In September 2004, the Group disposed of approximately 12.88%
interest in Apex Quality Group Limited (“Apex”), a then 22.65% owned
associate of the Group, for a consideration of approximately HK$10
million. The Group’s interest in Apex was decreased from 22.65% to

8.77% and Apex ceased to be an associate of the Group accordingly.
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In October and November, 2004, the Group converted approximately
HK$100 million convertible notes of Wing On Travel (Holdings) Limited
(“Wing On Travel”) into ordinary shares of HK$0.01 each of Wing On
Travel at conversion price of HK$0.020 per share. Certain convertible
notes holders also converted their convertible notes of Wing On Travel
into ordinary shares of HK$0.01 each of Wing On Travel at conversion
price of HK$0.020 per share. The interest in Wing On Travel held by the
Group was accordingly increased from approximately 32.21% to
approximately 38.16% upon the conversion of the convertible notes into
shares of HK$0.01 each in Wing On Travel by the Group and other
convertible note holders. The Group also disposed of approximately
7.88% interest in Wing On Travel for a consideration of approximately
HK$45 million and the interest in Wing On Travel held by the Group was
decreased to approximately 30.28%.

On 30th November, 2004, the Group entered into two placing and
subscription agreements with Wing On Travel and placing agent pursuant
to which the placing agent agreed to place 6,000 million ordinary shares
of HK$0.01 each of Wing On Travel on behalf of the Group at the price
of HK$0.028 per share and the Group would subscribe up to 6,000
million new ordinary shares of Wing On Travel at HK$0.028 per share.
The placing of 6,000 million ordinary shares of HK$0.01 each of Wing
On Travel and subscription of 3,660 million new ordinary shares of
HK$0.01 each of Wing On Travel were completed in December, 2004
and the Group’s interest in Wing On Travel was decreased to
approximately 19.58% as at 31st December, 2004. The Group further
subscribed 2,340 miilion new ordinary shares of Wing On Travel in
January, 2005 and the Group's interest in Wing On Travel was increased
to 25.02% subsequent to 31st December, 2004.

Details of principal subsidiaries and associates of the Company at 31st
December, 2004 are set out in notes 17 and 18 to the financial

statements respectively.
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DIRECTORS

The directors of the Company during the year and up to the date of this
report were:

Executive directors:

Dr. Chan Kwok Keung, Charles
Chairman and Chief Executive Officer
Dr. Yap, Allan
Vice-Chairman
Ms. Chau Mei Wah, Rosanna
Ms. Chan Ling, Eva
Mr. Li Bo
(appointed on 7th January, 2005)
Mr. Li Wa Kin
Deputy Managing Director
(resigned on 23rd December, 2004)

Alternate director to Dr. Chan Kwok Keung, Charles:
Mr. Chan Kwok Hung

Alternate director to Dr. Yap, Allan:

Mr. Lui Siu Tsuen, Richard

Independent non-executive directors:

Mr. David Edwin Bussmann
Mr. Wong King Lam, Joseph

(appointed on 30th September, 2004)
Mr. Sin Chi Fai

(appointed on 18th January, 2005)
Ms. Fung Wan Yiu, Agnes

(resigned on 19th January, 2005)

In accordance with Article 116 of the Company’s Articles of Association,
Ms. Chau Mei Wah, Rosanna and Mr. David Edwin Bussmann retire at
the forthcoming annual general meeting by rotation. In addition, in
accordance with Article 99 of the Company’s Articies of Association, Mr.
Li Bo, Mr. Wong King Lam, Joseph and Mr. Sin Chi Fai who were
appointed during the period from the last annual general meeting to the
date of this report, retires at the forthcoming Annual General Meeting.
All retiring directors, being eligible, offer themselves for re-election.
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The directors proposed for re-election at the forthcoming Annual General
Meeting do not have any service contract which is not determinable by
the Group within one year without payment of compensation (other than
statutory compensation).

The term of office of each non-executive director is the period up to the
retirement by rotation in accordance with the Company’s Articles of
Association.

BRIEF DETAILS IN RESPECT OF DIRECTORS AND
SENIOR MANAGEMENT STAFF

Dr. Chan Kwok Keung, Charles, aged 50, is the chairman and chief
executive officer of the Company. Dr. Chan holds an honorary degree of
Dactor of Laws and a bachelor’s degree in civil engineering and has over
25 years’ international corporate management experience in the
construction and property sectors as well as in strategic investments. He
joined the Company in 2000. Dr. Chan is also the chairman of ITC
Corporation Limited, Paul Y. — 1TC Construction Holdings Limited, Hanny
Holdings Limited, companies whaose shares are listed on the Hong Kong
Stock Exchange.

Dr. Yap, Allan, aged 49, is the vice chairman of the Company. He
obtained the honorary degree of Doctor of Laws and has over 23 years'
experience in finance, investment and banking. Dr. Yap joined the
Company in 2000. He is the managing director of Hanny Holdings Limited
and the chairman and chief executive officer of China Enterprises
Limited, a company whose shares are traded on the OTC Bulletin Board
in the United States of America and Burcon NutraScience Corporation, a
company whose shares are listed on the TSX Venture Exchange and the
Frankfurt Stock Exchange. He is an executive director of Wing On Travel
(Holdings) Limited, a company whose shares are listed on the Hong
Kong Stock Exchange. Dr. Yap is alsc an executive chairman of PSC
Corporation Ltd. and Intraco Limited, both public listed companies in
Singapore and the chairman of MRI Holdings Limited, a company whose
shares are listed on the Australian Stock Exchange.

Ms. Chau Mei Wah, Rosanna, aged 50, is an executive director of the
Company. She has over 25 years' experience in international corporate
management and finance. Ms. Chau holds a bachelor’s degree and a
master’'s degree in commerce and is a member of the Hong Kong
Institute of Certified Public Accountants, the CPA Australia and the
Certified General Accountants' Association of Canada. She joined the
Company in 2000. Ms. Chau is the managing director of ITC Corporation
Limited and an executive director of Paul Y. — ITC Construction Holdings
Limited. She is also a director of Burcon NutraScience Corporation.
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Ms. Chan Ling, Eva, aged 39, is an executive director of the Company.
Ms. Chan has 17 years’ experience in auditing, accounting and finance
in both international accounting firms and listed companies. She is a
member of the Institute of Chartered Accountants in Australia, a fellow
member of the Association of Chartered Certified Accountants and also a
member of the Hong Kong Institute of Certified Public Accountants. Ms.
Chan joined the Company in 1996. She is the deputy chairman of China
Enterprises Limited and a director of MRI Holdings Limited. Ms. Chan is
also a director of maior subsidiaries of Wing On Travel (Holdings) Limited.

Mr. Li Bo, aged 33, an executive director of the Company since January
2005. He graduated from Beijing Foreign Studies University with
bachelor's degree. Mr. Li has financial management experience in a
textile company, management experience in public company and
experience in the field of M&A business. Mr. Li has served a Hi-tech
company in the PRC, meanwhile involved in managing a subsidiary listed
as an A-share company, and preparing listing procedure of that Hi-tech
company on Hong Kong stock market. Mr. Li had served governmental
departments with experience of dealing with diplomatic affairs. Mr. Li
had engaged in the research of capital markets and privatisation of
countries in transition. Mr. Li had also worked at the representative
office in Beijing for an US securities company, providing consulting
advisory services for Chinese clients intending to go public in the USA.

Mr. David Edwin Bussmann, aged 51, has been appointed an independent
non-executive director of the Company since February 2000. Mr.
Bussmann has more than 20 years experience in the investment and
finance field, and is very familiar with investment issues related to China,
as well as sectors such as technology, real estate, and direct investment.
He previously worked at Salomon Brothers, Citibank, Bank of America
and Prudential Asia. Mr. Bussmann is also an independent non-executive
director of China Enterprises Limited.

Mr. Sin Chi Fai, aged 45, is an independent non-executive director of the
Company since January 2005. Mr. Sin obtained a diploma in Banking
from The Hong Kong Polytechnic (now known as The Hong Kong
Polytechnic University}. He has over 10 years’ experience in banking
field and has 10 years’ sales and marketing experience in information
technology industries. Mr. Sin is a director and a shareholder of a
Singapore company engaged in the distribution of data storage media
and computer related products in Asian countries. Mr. Sin is also an
independent non-executive director of Wing On Travel (Holdings) Limited
and Capital Estate Limited.
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ELREBREEER I B AR ZEERRE
R ARETAKZRE (BFR)ERAAR
ERMEERATZBIERATES -




DIRECTORS’ REPORT EEEWREE

Mr. Wong King Lam, Joseph, aged 52, is an independent non-executive
director of the Company since September 2004. He is a fellow member
of the Association of Chartered Certified Accountants and the Hong Kong
Institute of Certified Public Accountants. He has more than 24 years’
extensive experience in auditing, corporate and financial management
with a number of companies in different business sectors which include
an international accounting firm and a local listed company. Mr. Wong is
currently the chief executive officer of a renowned automobile services
company in Hong Kong. Mr. Wong is also an independent non-executive
director of Hanny Holdings Limited, Tungtex (Holdings) Company Limited
and Wing On Travel (Holdings) Limited.

Mr. Chan Kwok Hung, aged 46, has been appointed an alternate director
to Dr. Chan Kwok Kueng, Charles of the Company since July 2001. He
holds a diploma in arts and has over 21 years' experience in trading
business in the People's Republic of China. Mr. Chan is an executive
director of ITC Corporation Limited and Hanny Holdings Limited. He is
the younger brother of Dr. Chan Kwok Keung, Charlies, the chairman
and chief executive officer of the Company.

Mr. Lui Siu Tsuen, Richard, aged 49, has been appointed an alternate
director to Dr. Yap, Allan of the Company since July 2001. He is a
gualified accountant and has over 25 years of accounting, financial and
corporate management experience. He has held senior positions in an
international accounting firm and various private and public listed
companies. Mr. Lui is the deputy managing director of Hanny Holdings
Limited. He is also an executive director of Wing On Travel (Holdings)
Limited and PSC Corporation Ltd.

Ms. Law, Dorothy, aged 35, is a director of China Enterprises Limited.
She received her Bachelor of Commerce and Bachelor of Laws degrees
from the University of British Columbia in Canada. Ms. Law is a Barrister
and Solicitor licensed to practice law in British Columbia and has also
been admitted as a Solicitor of the High Court of Hong Kong. Ms. Law is
also a director of Burcon NutraScience Corporation and corporate counsel
of Hanny Holdings Limited.

Ms. Cheung Sze Man, Sharen, aged 34, joined the group as Financial
Controller in September 2002. She holds a Bachelor of Commerce degree
and Bachelor of Arts degree from the University of Auckland in New
Zealand, and is a member of both the Hong Kong Institute of Certified
Public Accountants and CPA Australia. Prior to joining the group, Ms
Cheung has worked in Hong Kong and overseas, and has accumulated
diversified experience in audit and financial management in both private
and public companies. She is also a director of MRI Holdings Limited.

ESFEE RED2R B -FZEUHFEAA
REFATRABBUIRITES - KARER
HARREAMREREERTNAEIERE
B - RREZ[MTIAEBESZ 2R HPEF
—BEBRSFMTR-BAELTRR  RE
AR FE RERMBEREZBELER R
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(RE) BR QR KR IRE (R FRAF
ZBIUFEHRTESE -

REREE RF465 B _FFE-FLA
BZERREREI2EIESE - REERSE
XBEXE EPEARANBESKL T EE
BRlFER RELAREHEEEREERRA
AIRBEEEERATDIHITESE - RAKR
AERRTRABRERB L 2S -

BERREE - EF495 B-FFT—FA
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B8zt BE34E RZZEZT-_FhH
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University of Auckland BB ¥ BT 2 kX 2+
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DIRECTOR’S INTERESTS IN SHARES HNRRDZ R

7%

ZEEMFEFTZA=+—8  BARFIRE
and their associates in the share, underlying shares and debentures of BHERHEEMNEIEEE 2B EMARK
the Company and Its assoclated corporations (within the meaning of Part 1B L T AR ZEBEITEHFZ HIEETRIR
XV of the Securities and Future Ordinance) as recorded in the register RPRIREBHUIFFENE  ALRBEERRK
required to be kept by the Company pursuant to section 352 of the SZBMEBATHAEAQFTRERBEEE (RE
Securities and Futures Ordinance or as otherwise notified to the Company KEIEGHME+ AR ZRE) 2R - HER
and the Hong Kong Stock Exchange pursuant to the Model Code for P RESTRBEEZEZRNT !

Securities Transactions by Directors of Listed Companies, were as follows:

As at 31st December, 2004, the interests of the directors of the Company 7

i o

Long positions A
(i) The Company OREVNE]
Number of Approximate
ordinary shares shareholding
Name of director Capacity held (Note 1) percentage
BEENE HE FHEETEREE #HABRBEIH
(Biex1)
Dr. Chan Kwok Keung, Charles (Note 2) Interest held by 258,819,795 29.36%
controlled corporation
MERE LT (iF2) BEERARER
(i) Associated corporation (iy 1BEEEE
Number of Approximate
Name of ordinary shareholding
Name of director associated corporation Capacity shares held percentage
FEEER BAER
BEEMR HEREEEH “E =] BAt
Dr. Chan Kwok Keung, Charles Wing On Travel Beneficial 17,280,000 0.05%
owner {Note 3)
fREEE K& R B BEmER A (K133)
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Notes: Mt -
1. Share(s) of HK$0.10 each in the capital of the Company. 1. ARERAPSRABO.I0BT D -

2. Dr. Chan Kwok Keung, Charles is deemed to be interested in 258,819,795 2. MR E 3% 8 £ & % I & Chinaview International

shares of the Company held by Calisan Developments Limited (“Calisan”) by Limited ( [ Chinaview] ) ™ # & Calisan
virtue of his interest in Chinaview International Limited (“Chinaview") which Developments Limited ([Calisan]) Z $Z % f 2% -
has a controlling interest in Calisan. Details of which are disclosed under the AR B HE A A CalisanFT 5 B 2 258,819,7958%
heading “Substantial Shareholders”. ANEERG - AEEERENZERE)—8 -
3. Share(s) of HK$0.01 each in the capital of Wing On Travel. 3. KEREBRATEREEOOIETZRMD -

Save as disclosed above, as at 31st December, 2004, none of the MEXBEEN R_FERF+-_F=+—
Company’s directors or their associates had any interests or short H @ ARREEHREZIBBEATRA QAR
positions in the shares, underlying shares of the Company or any of its ~E{EAEBZE R KBEBRG T - BEE
associated corporations. BEAEHEEER -

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR HEZEME K EH ZHEA
DEBENTURES

The Company AN
A summary of the movements of share options under the 2002 Scheme _—ZTZE_FHER T BREREE-_FFN
during the year ended 31st December, 2004 were as follows: FHZAZT-ALFERZEHHFMRNOT

Number of shares under option

ERESRZ2ROBE
Outstanding Granted Exercised Outstanding
Exercise at during during at
Date of grant Exercisable period price 1.1.2004 the year the year 31.12.2004
R-ZBBNE R-BENF
—-F-H +ZA=Z+-H
REAM TR T&EE W ARITRE Frik FRETER 4R R
HK$
BET
Employees
=
8.1.2004 8.1.2004 t0 7.1.2009
“ETEE-A\R —EENE-RANEBE
ZEENF-RAtH 0.1776 - 25,000,000 (25,000,000) -

PEREBABR2T
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Consideration was received by the Company in respect of the options
granted during the year was insignificant.

The closing price of the Company’s shares immediately before the options
granted on 8th January, 2004 was HK$0.178.

The weighted average closing prices of the Company’s shares
immediately before dates of exercise by the employees were HK$0.3940,
HK$0.4003, HK$0.4505, HK$0.4698 and HK$0.4753 respectively.

The directors are of the view that the value of the theoretical value of the
options granted during the year depends on a number of variables which
are either difficult to ascertain or can only be ascertained on a number
of theoretical basis and speculative assumptions. Accordingly, the
directors of the Company believed that any calculation of the value of
the options will not be meaningful and may be misleading to shareholders
in the circumstances.

Particulars of the Company’s share option schemes are set out in note
30 to the financial statements.

As at 31st December, 2004, there were no shares available for issue
under the Company’s share option schemes.

China Enterprises Limited

Details of the share option scheme of China Enterprises Limited are set
out in note 30 to the financial statements.

At no time during the year was the Company or any of its subsidiaries a
party to any arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or debt
debentures (including debentures), of the Company or any other body
corporate and neither the directors nor their chief executors, nor any of
their spouses or children under the age of 18, had any rights to subscribe
for the equity or debt debentures of the Company, or had exercised any
such rights.

DIRECTORS’
SIGNIFICANCE

INTERESTS IN CONTRACTS OF

No contract of significance, to which the Company, its holding company,
fellow subsidiaries or subsidiaries was a party and in which a director of
the Company had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

RABBE R FRFR LB E 2 AEER -

EHRERENR -_FTTHF-ANBREA - &
NEARDZ KT EROIISEL °

ZERETENSH KRRk 2 NEEH
W ES 7 A0.3940% 7T - 0.40037% 7T »
0.45055% 7T ~ 0.4698/% 7T & 0.4753%& JT °

EERRFARLZERE EmEEIET
ZIEBEME  MZSEBNBEURTIRE
E%IEE AEER HEABRR TEE - BER
CALTEEAEEUERREBEZED
?ﬁ%%%'EET@EE HRR -

ARABRES B2 HERRM BRRME

30-

Z
7] B8 i

R

ZWNFEFZR=+—0  #MERELL
Bty rHTZRG

China Enterprises Limited

China Enterprises Limited 2 88 IR #E 5+ &1 2 2215
BN RAMEE30 -

FEREMERE - FAREREERNEB RS
BAIZEMRE  BRALTEFAUEEKE
ARARERNEMEBR 2R IES (BIEE
BE)MREMNDE MEFRRILEFRER
1T AT BB B 185 LA T F 22 IR 4 S 4
FRBEARBRBRARBSKITELZEER -

BEFZEREAES

ARE - BERAE - ARMEABRRNEL
BN AL EARREENEPEEARESE
BEAM@ARFERREREMERINAE

MZEREN




DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

The interests of Directors in competing businesses during the year
required to be disclosed pursuant to Rule 8.10 of the Listing Rules were

as follows:

Name of Director
EENnA

Dr. Chan Kwok Keung,
Charles

REBRBL

Dr. Yap, Allan
Yap, AllaniE +

Ms. Chau Mei Wah,
Rosanna

BEEL+
Ms. Chan Ling, Eva

BRIT XL

Mr. Chan Kwok Hung
BREBATE

Mr. Lui Siu Tsuen, Richard
BRERE

Name of Company
REBB

Paul Y. — ITC Construction
Holdings Limited
{“Paul Y. ITC") and
its subsidiaries
RERHREESE
BRAG([RERE])
REWE QS
Hanny Holdings Limited
("Hanny”) and its
subsidiaries
BEEEABRDF
(T8t )) RAMEB QA

Hanny and its subsidiaries

% B B8 DR
Wing On Travel and

its subsidiaries
KEREREWNEB A

Paul Y. - ITC and
its subsidiaries
REEHRENBEQR

Wing On Travel and
its subsidiaries

KEREREWE R

Hanny and its subsidiaries

2

wELEMBAT

Rl

\

Wing On Travel and

its subsidiaries
KRR E R AN B L F
Hanny and its subsidiaries

WERENELD

Nature of competing husiness

BEERMHE

Property development and
investment in the PRC

RPBEZDEERLKRE

Property development and
investment in the PRC
ROBEZHEZERRRE
Property Investment in

the PRC
RPABEZMERE

Property development and
investment in the PRC
RPAEZMEEREIEE

Property investment
in the PRC
RPBEZMERE

Property development and
investment in the PRC
RABEZMEZERRE

Property investment
in the PRC
REEZMERE
Property investment and
development in the PRC
REBEZMERERER

DIRECTORS’ REPORT EBEEEHEE

FEHENBEFXG 2R

FNESRBEEEBTHEFERELTRE
E8I0GETARBEZERNMT !

Nature of interest

EumME

Substantial shareholder
and chairman of
Paul Y. - ITC

REBHZIIERREER

Substantial shareholder,
chairman and executive
director of Hanny

REIXFERR  ERR
WMITES

Managing director of Hanny

HEEREKE

Executive director of
Wing On Travel

KERRBEZMITES

Director of
Paul Y. - ITC
REEHEZEE

Director of subsidiaries
of Wing On Travel
KEREMBARIZESE

Executive director of
Hanny
BEIHTES

Executive director of
Wing On Travel
KERBZHITES
Deputy managing director
of Hanny
REZBEEHEE
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SUBSTANTIAL SHAREHOLDERS

The register of substantial shareholders maintained by the Company
pursuant to Section 336 of the Securities and Future Ordinance shows
that as at 31st December, 2004 the following shareholders had nctified
the Company of relevant interests in the issued share capital of the

Company.

Long positions

Name

&8

Calisan

Great Decision Limited

Paul Y. - ITC Investments Group Limited

Paul Y. - ITC
REEE
Hollyfield Group Limited

ITC Investment Holdings Limited

ITC Corporation Limited
EHEEEBERRDE
Galaxyway Investments Limited

Chinaview

Dr. Chan Kwok Keung, Charles
HEeEL

Ms. Ng Yuen Lan, Macy
hEmELL

Well Orient Limited
ERERLT

Powervote Technology Limited

Hanny Magnetics (B.V.L.} Limited

Hanny
5

Capacity
“E

Beneficial awner

EHEEA

Interests held by controlled corporation
HEERAAER

Interests held by controlled corporation
HERROAER

Interests held by controlled corporation
FERRLOGER

Interests held by controlled corparation
RESRL AR

Interests held by controlled carporation
BEERLAES

Interests held by controlled corporation
FEBRROAIER

Interests held by controlled corporation
RAEBRAAER

Interests held by controlled corporation
BEERLOAES

interests held by controlled corporation
FEERLARS

interests held by family

FAREESR

Beneficial owner

EREAA

Interests held by controlled corporation
FHEERAER

Interests held by controlled corporation
FEERLAER

Interests held by controlled corporation

REERLFER

TERE

RRALCEBREEHRABGIIFEIBERE
BTRFZIZRRZLMAE  R_FTN
E+ZRA=+—B TIHRRAEALFHEE

BARACBITRAAMER

a4

Number of shares

Rt &8

258,819,795

258,819,795

258,819,795

258,819,795

258,819,795

258,819,795

258,819,795

258,819,795

258,619,795

258,819,795

258,819,735

258,819,794

258,819,794

258,819,794

268,819,794

Approximate
shareholding
percentage
AR
BAt
29.36%
29.36%
29.36%
29.36%
29.36%
29.36%
29.36%
29.36%
29.36%
29.36%
29.36%
29.36%
29.36%

29.36%

29.36%
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Note: B st

1. Dr. Chan Kwok Keung, Charles owns the entire interest of Chinaview which
in turn owns the entire interest in Galaxyway Investments Limited
(“Galaxyway"”). Galaxyway owns more than aone-third of the entire issued
ordinary share capital of ITC Corporation Limited (“ITC"). ITC owns the
entire interest of ITC Investment Holdings Limited (“ITC Investment”) which
owns the entire interest of Hollyfield Group Limited (“Hollyfield”). Hollyfield
owns more than one-third of the entire issued share capital of Paul Y. ~ ITC.
Paul Y. — ITC owns the entire interest of Paul Y. - {TC Investments Group
Limited (“PYITCIG"), PYITCIG owns the entire interest in Great Decision
Limited (“GDL") which in turn owns the entire interest in Calisan. Accardingly,
GDL, PYITCIG, Paul Y. = ITC, Hollyfield, ITC Investment, ITC, Galaxyway,
Chinaview and Dr. Chan Kwok Keung, Charles were deemed to be interested
in 258,819,795 shares of the Company which are held by Calisan.

2. Ms. Ng Yuen Lan, Macy is a spouse of Dr. Chan Kwok Keung, Charles and
deemed to be interest in 258,819,795 shares of the Company held by
Calisan.

3. Well Orient Limited ("WOL") is wholly-owned by Powervote Technology
Limited (“PTL") which is in turn owned by Hanny Magnetics (B.V.1.) Limited
("Hanny Magnetics”). Hanny Magnetics is wholly-owned by Hanny. PTL,
Hanny Magnetics, Hanny were deemed to be interested in 258,819,794
shares of the Company which are held by WOL.

Save as disclosed above, the Company had not been notified of any
other interests or short position in shares and underlying shares of the
Company pursuant to section 336 of the Securities and Future Ordinance
which representing 5 percent or more in the issued share capital of the
Company as at 31st December, 2004.

THE MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

During the year, the Company adopted the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model Code”) as
set out in Appendix 10 to the Rules Governing the Listing Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”) as its
own code of conduct regarding directors; securities transactions. Based
on specific enquiry of all the directors of the Company, the directors
complied throughout the year in review with the required standards as
set out in the Model Code.

1. MR BB LHE B Chinaviewz X - M
Chinaviewl & Galaxyway Investments Limited
(lGalaxyway) ) 2 8 # 25  GalaxywayEE B B H
TCEEEERAR([EECEBE=S2—
EBITEBRAR - BECEEFITC Investment
Holdings Limited ([ITC Investment]) 2 & Bp 4
25 - MITC Investment8i# & Hollyfield Group
Limited ([Hollyfield]) 2 2 30 # %5 - HollyfieldiE
EREERBB=Z=D 2 —EBTRE - REE
A Paul Y.— ITC Investments Group Limited
(IPYITCIG)) 2 2 3B # 2% - PYITCIGHE % Great
Decision Limited ([GDLJ) & #3#& 2 - GDLAI#E
BCalisanz 2825 » Bt - GOL - PYITCIG
{REEERE - Hollyfield - ITC Investment « 3£
% . Galaxyway * Chinaview R FREI @18 338 A
W CalisanfT %4 2. 258,819, 7950 K A 5 & {2
WEERE -

2. MAEXTARERBIZES  ®RRER
Calisani¥ 4 2 258,819, 79584 i A 22 Z] AR {2 9
B -

3. BRBR2E(TEE]) & Powervote Technology

Limited ([PTLI) 2 B # & 1 PTLA Hanny
Magnetics (B.V.1.)Limited ([Hanny Magnetics] )
2EHA o Hanny Magneticsih if B2 B A -
PTL - Hanny Magnetics & 88 B3 18 5 7 BL fm AT
8 2258,819,794R AN TR M P IEE #E -

BrYHBEEN RoZEOE+_A=+—
A REEFNMAEEMNEIGE  A2RT
FHOEETAAIRERRZERGRERRG
FPEFEEDE R BITRAS%KIA £ 2
HEmh@amstma o

EFENTERZTHZE

AH

)

e <y /]

FR ARERATEBRSXSMERARE
HEmBRB(TETRE) MHEIOME LT A
REFENTEFRRZZEBETA([REST
AN EREASEREZTETESISHZE
EFH - BEAARFEZRBES(FLIFIE
AT BEEREEFEANE -—HETEREST
BlAMEZRE -

PEREBEBERR2A
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CODE OF BEST PRACTICE

The Company has complied with the Code of Best Practice (the “Code”)
as set out in Appendix 14 of the Listing Rules throughout the year,
except that the non-executive directors of the Company are not appointed
for specific terms as required by the Code but they are subject to
retirement by rotation and re-election at the annual general meeting in
accordance with the Company’s Articles of Assaciation.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

During the year, neither the Company nor any of the subsidiaries
purchased, sold or redeemed any of the Company's listed securities.

POST BALANCE SHEET EVENT

Details of the significant post balance sheet events are set out in note 41
to the financial statements.

CONTINUING DISCLOSURE OBLIGATION

(1) As at 31st December, 2004, the financial assistance given to the
Company’s affiliated companies by the Group to Wing On Travel and
its subsidiaries (“Wing On Group”) aggregated to approximately
HK$165.97 million, representing more than 8% of the Company’s
market capitalization of approximately HK$477.82 million as at 31st
December, 2004 (the “Market Capitalization”).

B & S Al

ARBREAN—EET LT RBIH S 14
ZERERBSTR(TFR]])  MARBIFEHRT
BEFUHBRETRZATUEEEREET M
BARBALBRZERBAERRBEFRE LW
BEERREEES -

FE B BURE R
ARARENBATRNENHERE -
WEARFEMETES -

HAENKZENR

KEEEEZ EABEHERRNHBEREN
a1

FFRKRERE

(1) RZZTNF+_A=+—8 ~&B#
FAEREMEB R RIKERERENE A E
([xEZ&EB)) 2 BEDESHG AR
165,970,000 T  IE A AR ZFEMN
F+ZA=1+—HZM{HEL477,820,000
B ([TE])BR8% -
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R-IBEENFF+_AZ=Z+—H  BFAEARQ
ABBASIZHEEDERELT ¢

Details of financial assistance given to the Company's affiliated
companies as at 31st December, 2004:

Interest Rate

Affiliated company Group’s interest Principal Advances Per annum Note
(%) {million)
-3 N TEMAIEER [T R RN ¥ FER Bt &
(%) (BE)
Wing On Group 19.58 HK$32.20 Prime + 2% 1
KXEEE BEE32 20T HEEFENHE
HK$53.10 Prime 2
A E53.107T BEERNE
HK$74.70 Prime 3
BET4.70T SEERME
Rmbb.54 6% 1
AR 54T ~NE
Rmb0.58 Nil 4
AR#E0597T i3
Notes: MaE
1. The advances are unsecured and repayable on 2nd January, 2006. 1, BRNEERREERZ-SERE-R_HE
2. The advance is unsecured and repayable on 29th January, 2005. 2. BRDERBERER_ZETRF-HAZ1+AR
{8ig -
3. The advance is unsecured and matured on 9th June, 2005. 3. BRNEERERR_ETRESRANBEH-

4. The advance is unsecured, interest free and has no fixed term of repayment. 4. BRNEEEF 22 REREEERE-

(2) As at 31st December, 2004, the guarantee of HK$30 million were  (2) RZTENF+-_A=+—80  Z&£BH
# F Tung Fong Hung Investment Limited
(ARBZAEZENBLR) ZHBELA
Investment Limited, a former wholly-owned subsidiary of the TEEELRERAFNZEBITEERH
Company. 30,000,000% T 2 R

given for banking facilities granted by the Company to Jean-Marie
Pharmacal Co., Limited, an affiliated company of Tung Fong Hung

hHEERBEBER DA
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these affiliated companies based on their financial position as at
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(3) Pursuant to Rule 13.22 of the Listing Rule, the financial information
of the affiliated companies and the Group’s attributable interest in

31st December, 2004 are present below:

Non-current assets ERHEE

Current assets REEE

Current liabitities mEaE

Non-Current Liabilities EREBEE

Minority interests CEREREZ

Net assets EEFE
AUDITORS

A resolution will be submitted to the Annual General Meeting of the
Company to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of
the Company.

On behalf of the Board

Dr. Chan Kwok Keung, Charles
CHAIRMAN

Hong Kong
26th April, 2005

(3) BELTREEI322E  R-ETME
TZAZ+ B BEBARZHBEEH
PARIRE S 2 BN - REE R S 5
BRRIZEEERENNMT

Consolidated financial
position as at
31st December, 2004

The Group’s
attributable interest

R-ZZ2NF
+ZA=+—-82 FEEZ
GREMBRR FE 15 R 28
(HK$'000) (HK$'000)
CE®Tor) CE®FT)
2,037,951 399,030
564,490 110,527
(5681,588) (113,875)
(1,075,940) {210,669)
(312,171) (61,123)
632,742 123,850

% B AT

RHEENZERY s BER 5 2 iTEas
DRZHM CRBRAEADAZREAFA

ZLREE -

REREES

o=
RE®E L

e
ZEFREWEA-TRA




AUDITORS’ REPORT ZEEIHESE

Deloitte.
=)

TO THE SHAREHOLDERS OF CHINA STRATEGIC HOLDINGS LIMITED
PHEREBERAT
{incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 30 to 102 which
have been prepared in accordance with accounting principles generally
accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Companies Ordinance requires the directors to prepare financial
statements which give a true and fair view. In preparing financial
statements which give a true and fair view it is fundamental that
appropriate accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our
audit, on those financial statements and to report our opinion solely to
you, as a body, in accordance with section 141 of the Companies
Ordinance, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report. :

Basis of opinion

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Institute of Certified Public
Accountants. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements. It
also includes an assessment of the significant estimates and judgments
made by the directors in the preparation of the financial statements, and
of whether the accounting policies are appropriate to the circumstances
of the Company and the Group, consistently applied and adequately
disclosed.

We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance as to whether the
financial statements are free from material misstatement. In forming our
opinion we also evaluated the overall adequacy of the presentation of
information in the financial statements. We believe that our audit provides
a reasonable basis for our opinion.

Opinion

In our opinion the financial statements give a true and fair view of the
state of affairs of the Company and the Group at 31st December, 2004
and of the loss and cash flows of the Group for the year then ended and
have been properly prepared in accordance with the Companies
Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
26th April, 2005
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China Strategic Holdings Limited

CONSOLIDATED INCOME STATEMENT #IBREWER

For year ended 31 December 2004

Turnover

Cost of sales

Gross profit

Other operating income
Distribution costs
Administrative expenses
Other expenses

Allowances for loans and interest

receivable

(Loss) profit from operations
Finance costs

Gain (loss) on disposal/dilution

of interests in associates

Share of results of associates
Allowance on receivables advanced

to an associate
(Loss) gain on disposal of
interests in subsidiaries

Loss before taxation
Taxation

Loss before minority interests

Minority interests

Net loss for the year

Loss per share
Basic
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Notes
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7(b)
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11
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2004 2003
—gemE | —TE=%
HK$°000 HK$'000
BT BT T
123,403 i 2,884,493
(81,455) (2,520,175)
41,948 364,318
60,181 145,731
(21,906) (174,955)
(44,984) {122,587)
(40,479) (74,586)
(140,889) (43,810
(146,129) 94,111
(17,434) (560,712)
81,631 (36,481)
(37,375) (175,734)
- (12,712)
(5,257) 12,344
(124,564) (169,184)
(6,464) (10,935)
(131,028) (180,119)
(45,024) (9,409)
(176,052) (189,528)
HK$(0.20) HK$(0.23)




CONSOLIDATED BALANCE SHEET

At 31 December 2004

Non-Current Assets

Property, plant and equipment

Deposit paid for acquisition of
interest in properties

Payment for acquisition of
subsidiaries

Goodwill

Interests in associates

Receivables — due after one year

Investments in securities

Current Assets

Other asset

inventories

Trade debtors

Receivables due from associates

Receivables — due within one year

Other receivables, deposits and
prepayments

Investments in securities

Pledged bank deposits

Bank balances and cash

Current Liabilities

Creditors, other payables and
accrued charges

Payables — due within one year

Payables due to associates

income and other tax payable

Bank loans and other borrowings —
due within one year

Net Current Assets
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14

15
16
18
19
20

22
23
24
18
19

20
38

25
26
18

27
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ROFBFENE+ZA=Z+—H
2004 2003
—EETNE ZEEZF
HK$'000 HK$'000
E¥TT EET T
35,238 43,156
47,012 -
40,000 -
25,807 9,325
429,000 823,147
37,044 31,286
194,050 217,683
808,151 1,124,597
227,167 226,718
13,708 66,976
6,980 13,718
57,163 6,294
563,666 370,459
86,464 57,677
19,849 2,930
1,012 -
118,388 319,875
1,094,397 1,064,647
46,075 84,946
8,637 34,611
3,737 185
9,185 3,064
42,622 38,284
110,256 161,090
984,141 903,557
1,792,292 2,028,154




China Strategic Holdings Limited

CONSOLIDATED BALANCE SHEET

At 31 December 2004 M- EZEME+_HB=+—H

Capital and Reserves
Share capital
Reserves

Minority Interests

Non-Current Liabilities

Bank loans and other borrowings
- due after one year

Payables — due after one year

BXEHEE
RN
G

LEERES

FRBRE
RITERREMER
- —F%EH

FE N ROR— — 22

The financial statements on pages 30 to 102 were approved and
authorised for issue by the Board of Directors on 26th April, 2005 and

are signed on its behalf by:

Dr. Chan Kwok Keung, Charles
BEEREL
DIRECTOR

BEFE

HEEES

Notes
g3

28

27
26
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2004 2003
“EBMNE | —_FTE=F
HK$°'000 HK$'000
EETF T BEF T
88,160 | 85,660
1,223,577 1,447,720
1,311,737 | 1,533,380
295,609 250,160
3 144
184,943 244,470
184,946 244,614
1,792,292 2,028,154
R

FIREIEZFINEZMERRER-TE
AEWNAZTRBEEESEREENG
TmTHEERERFE

Dr. Yap, Allan
Yap, Allani® +




Non-Current Assets
Property, plant and equipment
Investments in subsidiaries

Receivables due from subsidiaries

Interests in associates
Receivables — due after one year
Investments in securities

Current Assets
Receivables due from associates

Receivables — due within one year

Other receivables, deposits and
prepayments
Bank balances and cash

Current Liabilities

Creditors, other payables and
accrued charges

Payables — due within one year

Payables due to associates

Bank loans and other borrowings

— due within one year

Net Current Assets

Capital and Reserves
Share capital
Reserves

Non-Current Liabilities

Bank loans and other borrowings

- due after one year
Payables due to subsidiaries
Payables — due after one year
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Dr. Chan Kwok Keung, Charles
RESE L
DIRECTOR

EF

BALANCE SHEET BEE&E

At 31 December 2004 W _EZTWE+_AzZ+—8H
2004 2003
—EENHE —EE=E
Notes HK$'000 HK$'000
ot BT BT T
13 6,382 ! 7,082
17 224,740 224,740
17 1,755,873 1,857,976
18 2 2
19 - 19,139
20 825 825
1,987,822 2,109,764
18 563 718
19 6,735 14,586
3,122 15,846
43,550 8,915
53,970 40,066
8,013 3,875
26 275 5,430
18 - 185
27 10 5,142
8,298 14,632
45,672 25,434
2,033,494 2,135,198
28 88,160 85,660
31 920,163 1,062,276
1,008,323 1,147,936
27 3 13
17 840,225 743,971
26 184,943 243,278
2,033,494 2,135,198
Dr. Yap, Allan
Yap, Allanfd +
DIRECTOR
B
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China Strategic Holdings Limited

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2004 BEZEZZENE+-AZ+-—BLEE

At 1t January, 2003

Exchange adjustment
Share of net reserves movement
of associates

Net gain not recognised in the
consofidated income statemen:

Drercise of warrants (note 29)

Realised on disposal/dilution of
interests in assoclates

Realised on disposal/dilution of
interests in subsidiaries

Appropriated from refained profits

Net foss for the year

At 31st December, 2003
Exchange adjustment
Share of net reserves movement

of assoclates

Net foss not recognised in the
consolidated income statement

Exercise of share options (note 2€)

Realised on disposaiiditution of
interests in associates

Realised on disposalidilution of
interests in subsidiaries

Net foss for the year

At 31st December, 2004
Attributable to:

The Company and its subsidiaries
Assqciates

At 31st December, 2004

The Company and its subsidiaries
Associates

At 31st December, 2003

R-BEZ£-§-1

EigE
RERELAREZHEE

ARESREREDL
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FRIRRE (B3

be/BEEL
RuE2E

48/ EAHELT
RuE
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TRBRE (HE8)
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BERER
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BHEER
FEEFERE

ARERENEAT

BZLT
RIEENE+ZRZT-H

FRRREMELE

L

RZZEZE1ZRZ1+-H

SERZEBER

Special Capitat  Goodwill Other non-

Share Share capital  redemption on  Exchange distributable
capital  premiym reserve reserve consolidation TeSeIve  Ieserves Deficit Total

&8

%5l Ex REES b
Bx BOEE E58% RERE 2B% EiBG 7REE HE &3t
HKS000  HES000  HKS000  HKS000  HKS00D  AKSOOO  HK$0OO0  HKS000  HKS000
BETR BETL BETL BRI B¥TR BETR EETR EETn BETx
82947 1897348 414881 233 123953 68730 35833 (814.275) 1,734,053
- - - - - &l - - 21
- - - - - 2090 (172) - 1918
- - - - - 2,381 {172) - 2,209
2713 1,628 - - - - - - 4341
- - - - 2033y {128) {239) - {20,699
- - - - 6,352 (3848 (17863 17883 3,004
_ . - - - - 1,339 {1339 -
- - - - - - - {1B9528) (189528)
85660 1298976 414381 233 110472 {8408) 18905 (987,279} 1533380
- - - - - (588) - - {588)
- - - - - (93) {307} - {406)
- - - - - (687} (307) - {994)
2,500 1,940 - - - - - - 4,440
- - - - [48229) (825) - - {49,050
- - - - - 13 - - 13
- - - - - - - (176052 (176,052)
88,160 1900918 414,881 33 e 9967y 18598 (1,183331) 1317%7
88,160 1,900,916 414881 23 62247 (10588) 19476 (963,195) 1,512,132
- - - - - 619 (878) (200,136}  (200,3%5)
88,160 1900916 414881 23 821 (3967} 18,598 (1183,331) 131,797
85,660 1398976 414,881 23 6247 (10011 19476 (647,283) 1,824,179
- - - - B2 1,543 (571)  (3399%) (290,799}
85,660 1,808,976 414,881 233 1104712 (6468) 18,905  (987,279) 1,533,380




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY #MEeERBHHRR

For the year ended 31 December 2004 HEZE

The special capital reserve of the Group represents the amount arising
from the capital reduction carried by the Company during the year ended
31st December, 2001.

Goodwill on consolidation as at 31st December, 2004, represented
goodwill arising on acquisition of subsidiaries of approximately
HK$9,492,000 (2003: HK$9,492,000) and negative goodwill arising on
acquisition of subsidiaries of approximately HK$71,739,000 (2003:
HK$71,739,000) respectively.

As at 31st December, 2004, no negative goodwill attributable to
associates (2003: HK$48,225,000).

The other non-distributable reserves of the Group include statutory
reserves required to be appropriated from the profit after taxation of the
Company's PRC subsidiaries under PRC laws and regulations. The
amount of the appropriation is at the discretion of the PRC subsidiaries’
board of directors.
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China Strategic Holdings Limited

CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 December 2004

OPERATING ACTIVITIES

(Loss) profit from operations

Adjustments for:
Dividend income
Interest income
Depreciation of progerty, plant and equipment
Amortisation of goocwill
Unrezlised holding tass on investments in securities
Loss {gain} on disposal of investments in securities
Allowances for bad and doubtful debts
Allowances for amounts due from associates
Impairment loss of goodwifl on acquisition of subsidiaries
Allowances for inventories
Allawances for loan and interest receivables
Gain on disposal of property, plant and equipment

Operating cash flows bafore movements in working capital
Decrease in inventories
Decrease {increase) in trade debtors
Increase in other receivables, deposits and prepayments
Decrease in creditors, other payables and
accrued charges
increase in amounts die from associates
{Decrease) increase in payables
Increase in other asset
Decrease in income and other tax payable

Net cash outflow from cperations
Tax paid in other jurisdictions

NET CASH USED IN OPERATING ACTIVITIES

INVESTING ACTIVITIES

Repayment from third parties

Repayment from associates

Proceeds from disposal of investments in securities

Proceeds from disposal of property, plant and equipment

Increase in pledged bank deposits

Interest received

Proceeds from disposal/dilution of interests in associates

Proceeds from disposal/dilution of subsidiaries
(net of cash and cash equivalents dispased of)

Dividend received from investments in securities

Amount advanced to third parties

Amount advanced to associates

Purchase of investments in securities

Purchase of property, plant and equipment

Deposit paid for acquisition of a property

Purchase of subsidiaries (net of cash and cash
equivalents acquired)

Refund of payment for acquisition of land
development rights

Payment for acquisition of land development rights

NET CASH USED IN INVESTING ACTIVITIES

Notes
it
BEER
Lg (BB R
MATEEELAE
REBA
FBHA
NE - BERRENE
BHEE
BEBSREZREHER
HEEHBEZEERS)
RERER
EUHBERAREER
HENBLARBEEZHESR
FEER
ERRERFIZRE
HENE RERSBsUE

LYEESRDAMELReRE
FERD
BUAEZERED (B
At EYFE  RERBMFEED
ERER  EpEARER

A ERARD
FElgE e DA
FEFI30E (L) 2 10

AMEERN
BNRGHEEGRBNBERD

BERGREFE
REMRZEREENRR

BEXRFRRLEE

BEXRE

BoIEERE
BENREENE
HERARAMBHE

HENE  BERRBHERE
EEARITHEREN

E A E
HE/BEBERTERHBIE
HE/BENBLRARERE

(BHRHEZRERREER) 32
ERRERBRE
BNFEZNZRR
BRNFIBEQTZIRE
BAESRE
BEVF BERR
RlEnEZENRS
RARKBLR (CHREAZ
RERREER) 33
WELHEREMTRE

2R
RELBERENNTE

REXRFARERR

FmEREREBERR

2004 2003
“EERE “EE-E
HK$'000 HK$'000
B8T T BEFT
(146,129) | 94,111
(1,542) | (2,832)
(54,591 | (48,416)
3,915 58,346
1,160 1,628
12,549 | 37,604
5478 | (46,368)
17,286 | 10,728
4,989 } 2458
- | 20,387

- 4
140,889 | 43810
(17 ’ (15,995)
(16,013) : 155,465
14,028 | 22,997
3,386 | (10,287)
(43,778) (9,143)
(32,641) (49,808)
st | (29,768)
(7,919) 6,496
(449) (226,718)

- (20,350)
(84,997) (161,116)
(313) (6,650)
(85,310) (167,766)
204,919 774,202
140,182 92,124
204,740 | 219,777
569 25,994
(1,012) (45,259)
3,478 8,793
110,341 23,887
13,324 (64,295)
1,542 2,832
(519,573) (558,363)
(163,828) (260,373)
(43,304) (73,368)
(4,000) (268,704)
(326) -
(26,744) (785)
. 16,965

- (13,310)
(79,692) (119,883)




CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 December 2004 EZE

FINANCING ACTIVITIES

Advance from third parties/related parties

New bank loans and other borrowings raised

Proceeds from issue of shares

Repayment of bank loans and other borrowings
Repayment to third parties/related parties

Advance from (repayment to} associates
Repayment of obligations under finance leases
Interest paid

Dividends paid fo minority shareholders of subsidiaries

NET CASH (USED IN) FROM FINANCING ACTIVITIES

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF
THE YEAR
EFFECT OF FOREIGN EXCHANGE RATE CHANGES

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

ANALYSIS OF THE BALANCES OF CASH AND CASH
EQUIVALENTS

Bank balances and cash

Bank overdrafts
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2004 | 2003
—EERE —BB=f&
HK$'000 HK$'000
BETT EEFT
18,979 151,329
57,257 994,271
4,440 1,866
(4,827) (747 264)
(111,713) (165,514)
1,354 ()

(9) (168)
(2,282) (36,126)

- (1,432)
(36,801) 196,958
(201,803) (90,691)
314,744 401,935
(1,353) 3,500
111,588 314,744
118,388 319,875
(6,800) (5,131)
111,568 314744
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China Strategic Holdings Limited \

NOTES TO THE FINANCIAL STATEMENTS B/ i8sR&zRMiEE
For the year ended 31 December 2004 HE-ZTZNE T A=+ —HIEFE

1.

GENERAL

The Company is a public limited company incorporated in Hong
Kong with its shares listed on the Stock Exchange of Hong Kong
Limited (the “Hong Kong Stock Exchange”).

The Company is an investment holding company. The principal
activities of its subsidiaries and associates are set out in notes 17
and 18.

POTENTIAL IMPACT ARISING FROM THE
RECENTLY [SSUED ACCOUNTING STANDARDS

In 2004, the Fong Kong Institute of Certified Public Accountants
(the “HKICPA") issued a number of new or revised Hong Kong
Accounting Standards and Hong Kong Financial Reporting Standards
(“HKFRSs”) (herein collectively referred to as “new HKFRSs”) which
are effective for accounting periods beginning on or after 1st January,
2005. The Group has not early adopted these new HKFRSs in the
financial statements for the year ended 31st December, 2004.

The Group has commenced considering the potential impact of these
new HKFRSs but is not yet in a position to determine whether these
new HKFRSs would have a significant impact on how its results of
operations and financial position are prepared and presented. These
new HKFRSs may result in changes in the future as to how the
results and financial position are prepared and presented.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical
cost convention as modified for the valuation of investments in

securities.

The financial statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong. The principal
accounting policies adopted are as follows:

1.
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NOTES TO THE FINANCIAL STATEMENTS BB IMIT

For the year ended 31 December 2004 B E-—ZEFTNE+-_F-+-—-BILEE

SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31st
December each year.

The results of subsidiaries which are acquired or disposed of during
the year are included in the consolidated income statement from the
effective date of acquisition or up to the effective date of disposal,
as appropriate.

All significant intra-group transactions and balances have been
eliminated on consolidation.

Goodwill

Goodwill arising on consolidation represents the excess of the cost
of acquisition over the Group’s interest in the fair value of the
identifiable assets and liabilities of a subsidiary or associate at the
date of acquisition,

Goodwill arising on acquisition prior to 1st January, 2001 continues
to be held in reserves, and will be charged to the income statement
at the time of disposal of the relevant subsidiary or associate or at
such time as the goodwill is determined to be impaired.

Goodwill arising on acquisition after 1st January, 2001 is capitalised
and amortised on a straight-line basis over its useful economic life.
Goodwill arising on the acquisition of an associate is included within
the carrying amount of the associate. Goodwill arising on the
acquisition of subsidiaries is presented separately in the balance
sheet.

On disposal of a subsidiary or associate, the attributable amount of
unamortised goodwill/goodwill previously eliminated against reserve
is included in the determination of the profit or lass on disposal.

3.
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China Strategic Holdings Limited

NOTES TO THE FINAN CIAL STATEMENTS

For the year ended 31 December 2004 #ZE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Negative goodwill
Negative goodwill represents the excess of the Group’s interest in

the fair value of the identifiable assets and liabilities of a subsidiary
or an associate at the date of acquisition over the cost of acquisition.

Negative goodwill arising on acquisition prior to 1st January, 2001
continues to be held in reserves and will be credited to income at
the time of disposal of the relevant subsidiary or associate.

Negative goodwill arising on acquisition after 1st January, 2001 is
presented as deduction from assets and will be released to income
based on an analysis of the circumstances from which the balance
resulted.

To the extent that the negative goodwill is attributable to losses or
expenses anticipated at the date of acquisition, it is released to
income in the period in which those losses or expenses arise. The
remaining negative goodwill is recognised as income on a straight-
line basis over the remaining average useful life of the identifiable
acquired depreciable assets. To the extent that such negative
goodwill exceeds the aggregate fair value of the acqguired identifiable
non-monetary assets, it is recognised in income immediately.

Negative goodwill arising on the acquisition of an associate is
deducted from the carrying value of that associate. Negative goodwill
arising on the acquisition of subsidiaries is presented separately in
the balance sheet as a deduction from assets.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance
sheet at cost less any identified impairment loss.

Investments in associates

The consolidated income statement includes the Group's share of
the post-acquisition results of its associates for the year. In the
consolidated balance sheet, interest in associates is stated at the
Group's share of the net assets of the associates less any identified
impairment 10ss.
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NOTES TO THE FINANCIAL STATEMENTS Bii&sR‘TMIEE

For the year ended 31 December 2004 BE T EFWM&F+-A- +—HBIL4EE

SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments in associates {continued)

The results of the associates are accounted for by the Company on
the basis of dividends received and receivable during the year.
Investments in associates are included in the Company’s balance
sheet at cost as reduced by any identified impairment loss.

Recognition of revenue

Revenue of the Group for the year is recognised on the following
bases:

Sales of goods is recognised when goods are delivered and title has
passed to the customers.

Dividend income from investments in securities is recognised when
the Group's rights to receive payment have been established.

Interest income is accrued on a time basis by reference to the
principal outstanding and at the interest rate applicable.

Impairment

At each balance sheet date, the Group reviews the carrying amounts
of its tangible and intangible assets to determine whether there is
any indication that those assets have suffered an impairment loss. if
the recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as expenses
immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is recognised as income
immediately.
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For the year ended 31 December 2004 #HE-ZZNE+—_F=+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FEEFEHE ()
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China Strategic Holdings Limited

Property, plant and equipment
Construction in progress

Construction in progress are stated at cost, which includes land cost
and the related construction cost in accordance with the Group’s
accounting policies, less accumulated impairment losses. No
depreciation or amortisation is provided on properties under
construction and construction in progress until the construction is
completed and the properties and assets are ready for use.

Other property, plant and equipment

Property, plant and equipment, other than construction in progress,
is stated at cost less deprecation, amortisation and accumulated
impairment losses.

The gain or loss arising from disposal or retirement of an asset is
determined as the difference between the sale proceeds and the
carrying amount of the asset and is recognised in the income
statement.

Depreciation and amortisation is provided to write off the other items
of the property, plant and equipment over their estimated useful
lives and after taking into account their estimated residual value,
using the straight-line method, at the following rates per annum:

Leasehold land and land Over the term of the lease or
use rights land use rights
Buildings 2% or the term of the iease or

land use rights, if shorter

10% - 25%
10% - 20%
12.5% - 25%

Furniture and fixtures
Machinery and equipment
Motor vehicles

Assets held under finance leases are depreciated over their estimated
useful lives on the same basis as assets owned by the Group.
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NOTES TO THE FINANCIAL STATEMENTS Bf#3REMizE

For the year ended 31 December 2004

SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments in securities

Investments in securities are recognised on a trade date basis and
are initially measured at cost.

Investments other than held-to-maturity debt securities are classified
as investment securities and other investments.

Investment securities, which are securities held for an identified
long-term strategic purpose, are measured at subsequent reporting
dates at cost, as reduced by any impairment loss that is other than
temporary.

Other investments are measured at fair value, with unrealised gains
and losses included in net profit or loss for the period.

Leased assets

Leases are classified as finance leases when the terms of the leases
transfer substantially all the risks and rewards of ownership of the
assets concerned to the Group. Assets held under finance leases
are capitalised at their fair value at the date of acquisition. The
corresponding liability to the lessor, net of interest charges, is
included in the balance sheet as a finance lease obligation. Finance
costs, which represent the difference between the total leasing
commitments and the ariginal principal at the inception of the
respective leases, are charged to the income statement over the
period of the relevant lease so as to produce a constant periodic
rate of charge on the remaining balances of the obligations for each
accounting year.

All other teases are classified as operating leases and the rentals
payables are charged to the income statement on a straight-line
basis over the relevant lease term.

Other asset

Other asset are stated at the lower of cost and net realisable value.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is calculated using the weighted average cost method.
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For the year ended 31 December 2004 HZEZZEMF+_AzZ+HIEFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FESFEEK ()

B
N

China Strategic Holdings Limited

Foreign currencies

Transactions in foreign currencies are initially recorded at the rates
of exchange prevailing on the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies are re-
translated at the rates prevailing on the balance sheet date. Gains
and losses arising on exchange are dealt with in net profit or loss for
the year.

On consolidation, the assets and liabilities of the Group’s operations
outside Hong ¥ong are translated at exchange rates prevailing on
the balance sheet date. Income and expense items are translated at
the average exchange rates for the year. Exchange differences
arising, if any, ere classified as equity and transferred to the Group’s
translation reserve. Such translation differences are recognised as
income or as expenses in the period in which the operation is
disposed.

Pension/Retirement benefit scheme

The pension costs/retirement benefit scheme contributions relating
to the defined contribution scheme/mandatory provident fund
scheme charged to the income statement represents contributions
payable to the schemes by the Group at rates specified in the rules
of the schemes. The amount of contributions payable to pension
schemes in jurisdictions other than Hong Kong are charged to the
income statement.

Taxation

Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items
that are never taxable or deductible. The Group's liability for current
tax is calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.
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NOTES TO THE FINANCIAL STATEMENTS Bi§sRFR|HIsF

For the year ended 31 December 2004 BHE -—ZEENFE+ A+ —-BILEE

SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (continued)

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amount of assets and liabilities in
the financial statements and the corresponding tax bases used in
the computation of taxable profit, and is accounted for using the
balance sheet liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences, and deferred tax
assets are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill (or
negative goodwill) or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction
that affects neither the tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and associates,
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary difference
will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply
in the period when the liability is settled or the asset is realised.
Deferred tax is charged or credited in the income statement, except
when it relates to items charged or credited directly to equity, in
which case the deferred tax is also dealt with in equity.
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China Strategic Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004

4. TURNOVER

Sales of goods, net of returns BEREE  IBREE
and sales taxes REER

The Group carries out its activities primarily in the People’s Republic
of China ("PRC") including Hong Kong, details of the analysis of the
Group's turnover and contribution to results from operations by
principal business segment and geographical market are set out in
note 5.

5. SEGMENT INFORMATION

Business segments

During the year, the Group acquired a 80% interest in Talent Cosmas
Limited for consideration of HK$30 million. Talent Cosmos Limited
and its subsiciaries are engaged in manufacturing and trading of
battery products and related accessories. The segment of
manufacturing and trading of battery products and related
accessories are regarded as a new business segment of the Group
upon the completion of acguisition.

For management purposes, the Group is currently organised into the

following three major divisions-pharmaceutical products, battery

products and investment in securities and advance divisions. These

divisions are the basis on which the Group reports its primary

segment information.

Pharmaceutical products - Manufacturing and trading of
Chinese and western medicine
products

Battery products - Manufacturing and trading of
battery products and related
accessories

Investments in securities - Investments in securities holding

and advance and advance of receivables

Others — Corporate and investment holding

B R MIRE

BHE-_ZZTENE+AZ+T—HIEFE

4. BEH
2004 | 2003
—gEmE | -FECF
HK$'000 HK$'000
BETT BT T
123,403 J 2,884,493
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For the year ended 31 December 2004 EHE -—_ZETWE+ B +—3 L EE
arEE R ()

SR ()
AEEREBESBED 2 EEBRIGEE

5. SEGMENT INFORMATION (continued)

Business segments (continued)

An analysis of the Group's turnover and contribution to operating

results and segment assets and liabilities by business segments is ERBATWT :
as follows:
Discontinuing
operation Continuing operation
TALBEER BREYLR
[nvestments
Pharmaceutical  in securities Battery
products  and advance products Qthers Sub-total  Elimination  Consolidated
BHRE
Eq HBE BhER ¢} At o &4
HK$'000 HK$000 HK§000 HK$000 HK3'000 HK$ 000 HK$'000
BEFT  EETR BETR BETT BETR BE¥TT BE¥x
(Note b)
(ks
For the year enged EE-FERE
31st December, 2004 TZAZH-A4EE
TURNOVER 222
External H5h 96,262 - 27,141 - 27,141 - 123,403
Inter-sagment PR - - - 2,184 2,184 {2,184) -
96,262 - 27,141 2184 29,325 (2,184) 123403
RESULT £
Segment result SHER 6,778 (160,712) (2,005) {16,870) (179,587} (2,184) (174,993)
Unaliocated corparate expenses ROEGETL (27.269)
Interest income HEYON 54,591
Dividend income BElA 1,542
Loss from operations BEgE {146,129)
Finance casts BEMK (17434)
Loss on disposaliditution of inferests e/ BEHELT
in subsidiaries ExoEA (5.257) - - - - - (5.7 47
Gain on disposalfliquidation of hE/BREELE
interests in associates BE2YE - - - 81,631 81,631 - 81631
Share of results of associates FhBELd 788 {618) - {147 (36,610) 136,757) - (37375 I
&)
Loss before fatation HHESE {124564) BX
Taxation "B (6464) T
]
Loss before minorty interests FHOHREREIER (131008) 4
Minority intesests UEGEE TN {45024) &
iy
Net loss for the year ER5RRE (176,052)
inter-segment sales are charged at terms determined and agreed SERMBBEDNEEERTFAEREREZ
between the group companies. iR FR U AR -
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NOTES TO THE FINANCIAL STATEMENTS B iEsR&kMiE

For the year ended 31 December 2004 EHE-ZEZEWF+ A=+ —-HIEFE

5. SEGMENT INFORMATION (continued) 5. ERE R (4E)

Business segments {continued)

Assets and liabilities
at 31st December, 2004

ASSETS

Segment assets
Interests in assaciates
Unallocated fotal assets

Consolidated total assets

LIABILITIES
Segment liabilities
Unallocated corporate liabilities

Consolidated total liabilities

Other information for the
year ended 31st December, 2004

Capital expenditure
- Property, plant and equipment
- Deposit paid for acquisition of
interest in properties
- Goodwill arising on acquisition of
interests in subsidiaries
- Goodwill arising on acquisition of
interests in associates
- Payment for acquisition of subsidiaries
Depreciation and amortisation
Other non-cash expenses
Loss on disposal of investments in
securities
Loss on disposal of interests in
subsidiaries

£ ()

Discontinying

operation Continuing operation
ERIGEER BEEERH
Investments
Pharmaceutical in securities Battery
products and advance products Others Sub-total  Consolidated
F5RE
- BBy EXRER -4 N g4
B¥TIT EETR  EETT  EET  AETR  EETxH
HK$000  HK$'000  HK$000  HK$000 HK$'000  HK$'000
{Note a)
(Hista)
RZFEMEL-A
St-R7REHRA
BE
DEREE - 1,095,673 79,226 62,187 1,237,086 1,237,086
REELFER - - - 423,000 429,000 429,000
KHEBEE 236,462
GoREER 1,902,548
8%
HHEE - {4,258) {10,738) {34,816) {49,812) (49,812)
AABLRER (245,390)
REER (295,202)
HE-SSME+-A=+-8
LEEZEMBEH
BEAxH
0% EERERE 1,370 - 29,844 251 30,095 31,465
-kBnEER
TfzES - - - 47,012 47,012 47,012
-UEHBATEREL
LEE - - 26,812 - 26,812 26,812
-RERELTERES
ZHEB - 3,931 - - 3,931 3,931
-WERBLEANT - - - 40,000 40,000 40,000
FEREH 2,000 - 1,183 1,892 3,075 5,075
EfFFRex i - 153438 - 22,275 175713 175713
HEESS4AER
- 5,478 - - 5478 5,478
HEHBAHE
EnoER 5257 - - - - 5,257
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For the year ended 21 December 2004 BE—_ZENF+ A+ —HLEE

5. SEGMENT INFORMATION (continued)

Business secgments (continued)

Discontinuing

. ERE R ()

RS ()

operation Continuing operation
ERIEEEEE BRBELE
Investments
Pharmaceutical in securities
Tires progusts Subdatal  and advance Qthers Subtotal  Elimination  Consolidated
BERE
B Eg Mt 3R Het Mt B &4
HK$000 HK$'000 HK$ 000 HK$000 HK$1000 HK$000 HK$000 HK$ 000
BETT  EETR BETn EEYn BT BETn BETR BRETX
{Note b) {Note a)
(§sto) (Hita)
For the year ended FCEEzETCR
31st December, 2003 SH-HIEE
TURNOVER BEE
External i 2,635,235 249,258 2 884,493 - - - - 2,384,493
Inter-segment A - - - - 984 984 (984) -
26525 9258 284493 - %4 94 08 2,884,493
RESULT & ‘
Segment result SHES 85,847 154 96,001 (17615) (19,032) {36,647} (984) 58,370
Unallocated corporate expenses kA BREF {15,507)
Interest income HEBRA 48,416
Dividend income REWA 2832
Profit from operation BERH 94111
Finance costs BERE (50,712)
Gain on disposaligilution of & /BEHBAT)
interests in subsidiaries BR7UE 3 8,587 12,298 - 46 46 - 12,344
Loss on disposalfiquidation of &/ BEEELE
interests in associates EH7EE - - - - (36,481) (36,481) - (35.481)
Share of results of associates  STAHEARZ B 14,188 2 14,190 - (189924) (189924 - {175,734)
Allowance on receivables BRF-FRERTZ 49
advanced 1o an associate EhERE - - - - {12.712) (12712 - (12,712)
Loss before faxation BHER (169184 N
Taxalion BE 109m
—_
Loss before minoriy interests K3tV RRERE 2 HE ol
Minority interests SHRERER (9.400)
—TT %k
Net loss for the year EEREFE (189,528) ﬁ

Inter-segment sales are charged at terms determined and agreed

between the group companies.
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NOTES TO THE FINANCIAL STATEMENTS B8R FH=E

For the year ended 31 December 2004 HE_ZEWE+_A=-+—H8LE%E

5. SEGMENT INFORMATION (continued) 5. B EER ()
Business segments (continued) WA ()
Discontinuing
aperation Continuing operation

CALEEER BREELE
Investments
Pharmaceutical in securities

Tires progucts Sub-total  and advance Others Sub-total  Consolidated

BHRE

B g5 it /83 -8} Mt &4
HK$000 HK$'000 HK$'000 HK$000 HK$'000 HKE000 HK$000
AETT BETT BETT BETT AT BETL EETL
(Note b) (Note 2)

kD) (Bia)

Assets and fiabilities RZEE=F4-F

at 3lst December, 2003 Zt-A7EEEEE
ASSETS EE
Segment assels SHEE - 88,395 88,395 953,060 88,670 1,041,730 1,130,125
Interests in associates RABRELFZER - 15416 15416 - 807.731 807,731 823 147
Unallocated total assets FPEREE 235,972
Consofidated total assets SABEE 2,189,244
LIABILITIES g&
Segment liabilities FHEE - (56,505) (56,505) {4,110) {24,516) (28,626) 85,131)
Unallocated corporzte fiabilities FIELEEE - - - - - - {320,573)
Consolidated total fiabilities LoBRE 405,704)
Qther information for the BZ-ZEZft25

year ended 31st December, 2003 TT-BEEEZARER
Capital expenditure BEYH

- Property, plant and equipment - 0% BRRGE 260,872 7978 268,850 - 2 2 28872
Depreciation and amortisation FEREH 47,750 11,454 59,204 - 770 70 59,974
Iimpairment lass of goodwil AEREER - - - - 20,387 20,387 20,387
Other non-cash expenses HEFEes - 4 4 107,312 - 107,312 107,316
Gain on disposal of investments LERSRERS

in securities - - - 46,368 - 45,368 46,368
Gain {loss) on dispasal of property, HENE BERIE -

glant and equipment JhE(ER) 16,122 (127) 15995 - - - 15995




NOTES TO THE FINANCIAL STATEMENTS Hif&HRHIsT

For the year ended 31 December 2004 EHE-ZETNE+-—AZ+-BHILEE

5. SEGMENT INFORMATION (continued) 5. TERE R (4F)

Business segments (continued) W ()

Note: Fi st

(a) Following the disposal of Tung Fong Hung Investment Limited and its (a) R-BEEHNERAHENRTERUERH
subsidiaries which are engaged in the manufacturing and trading of & Z Tong Fong Hung Investment Limited
pharmaceutical products in May 2004, the business segment of REMBLAFE HRYUSERBEEERD
manufacturing and trading of pharmaceutical products was regarded as HRBE-_FENE+_A=Z+—-HILHF
discontinuing operations during the year ended 31st December, 2004. EAKBSRERILCEEER -

(b) Following the disposal of interest in subsidiaries which are engaged in b) RZBR=FNALENREHmMBERE
the business of manufacturing and trading of tire praducts in September, EEBZHBARERSE  BREBRE
2003, the tire operation was regarded as discontinuing operation during EZRRZEAZAZT-BLEERS
the year ended 31st December, 2003. BERLBEER-

The aggregate carrying amounts of the assets and liabilities of the ERIBEEXBZAERBESEREE

discontinuing operations at the date of discontinuance were as mE

follows:

2004
—EBME
Pharmaceutical
products

-3

HK$000
BT

Total assets BEE 141,747

Total liabilities weE (103,673)

The condensed cash flow information of the HE-ZENF+-AZ+—H

discontinuing operations during the year LEEEERIEEEEBZEH

ended 31st December, 2004 were as follows: Ben8EHOT :
HK$’'000
B FT

Operating cash inflow BEBRERA 13,601

Cash outflow in respect of investing activities REEHZESRY (1,209)

Cash outflow in respect of financing activities BREFHZHE RN (21,545)

Net operating cash outflow BREReRNEE 9,153




China Strategic Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

For the year endec 31 December 2004 BEZRENF+ - E=+—-HIFFE

5. SEGMENT INFORMATION (continued)

Business segments (continued)
Geographical segments

The following provides an analysis of the Group’s turnover by
geographic market, irrespective of the origin of the goods/services:

RE(TEEEE)
FE
35

PRC, other than Hong Kong
Hong Kong
Overseas

The following is an analysis of the carrying amount of segment assets
and capital additions analysed by the geographical area in which the
assets are located:

AR R M

5. mEVE R ()

XD ()

8 H

AEBERBEMREAD ZEEEITUT
(BERUEFRER,/IRE 2 KIFL)

Turnover

R
2004 | 2003
—EEME L —TE=F
HK$'000 HK$'000
BEFT | BETT
27,141 2,683,004
96,262 172,080
- 29,409
123,403 2,884,493

FEESREECRAERENAERE
EMEREINET

Carrying amount

of segment assets

SHMEEZREME

At 31st December,

Capital additions
BEXxRE
For the year ended
31st December,

R+=B=+-—8 BZ2+-H=1+—-HBILEE

2004 2003 2004 2003

—EENE BT —ERERE TEE=F

HK$’000 HK$'000 HK$'000 HK$'000

BT T BT T BEF T BETT

PRC ] 29,012 752,431 147,599 260,872
Hong Kong B 1,707,734 1,263,279 1,621 8,000
Overseas gl 165,802 173,534 - -
1,902,548 2,189,244 149,220 268,872
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E-BENEA- [ F-HILEE

e — ==

[nterest income from loan
receivables

Inerest income from banks

interest income from uniisted
convertible bonds

Net exchange gain

Gain on disposal of investments
in securities

Dividend income from listed
investments

Gain on disposal of property,
plant and equipment

Others

(a) OTHER EXPENSES

Allowances for bad and
doubtful debts

Unrealised holding loss on
investments in securities

Loss on disposal of investment
in securities

Allowances for amounts due
from associates

tmpairment loss on goodwill on
acquisition of subsidiaries

Altowances for inventories

Staff redundancy cost

Others

For the year ended 31 December 2004

6. OTHER OPERATING INCOME

M E 52 F B A

AT R BIA
LT AUBRBRESMERA

BN R FE
hEBESRERR

EAREZREEA

HENE  BERRBEZUE

H Al

RBEBR
BERZRAZREEDE
HEEFREZEIE
FEUH 2 N R RIE R
WREBLF ZERREER
FEEREB

TLERE
HAi

=3

6. HARK = U A

7.

(

a)

H

AN

2004 2003
—BEmE | —ET=E
HK$'000 HK$'000
BEF T BT
47,119 39,628
3,478 4081
3,994 4 697
3,151 23,108
- 46,368
1,542 2,832
17 15,995
880 8012
60,181 145,731

b =2
2004 2003
—gEEmE | —EE=&
HK$'000 HK$'000
BT B F T
17,286 10,728
12,549 37,604
5,478 -
4,989 2,458
- 20,387
- 4
- 1,938
177 1,467
40,479 74 586
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NOTES TO THE FINANCIAL STATEMENTS SR
For the year ended 31 December 2004 HE_-_BEWNE+_-_A=+—H Ltﬁ

7. (b)) ALLOWANCES FOR LOANS AND INTEREST 7. (b)E&H K BEILH) 2 M

RECEIVABLE
The amount represents allowance made on loans and interest HeHERERRERAEFELH 2B
receivable with reference to the (i) market value of the collateral # UEBEBEORARTAEEZER
secured to the Group and (i) difference between the repayment mZTMERIINREEDELAEBFK
amount received by the Group and the overdue amount of loans M BFAIMERERRERTE
receivable and interest receivables subsequent to balance sheet Mz ZEH -
date.
8. (LOSS) PROFIT FROM OPERATIONS 8. K& (E518) W A
2004 2003
—EENE —ET=F
HK$’000 HK$'000
EETF T BT T
(Loss) profit from operations (BB sFeMmE TaEIE
has been arrived at after
charging:
Staff costs BT A
- directors remuneration — ESME (F/5£902)
(note 9(a)) 3,413 3,217
— other staff costs (note 9(b)) — EME TRA (B 79(0b) 22,418 150,543
- retirement benefits scheme — RIRERFEHER
contributions, excluding (TEEEE)
directors 851 27,196
- redundancy payment - TE¥x - 1,938
Total staff costs 8= N 26,682 182,894
Auditors’ remuneration ZER B2
Current year TEE 5,181 5,427
Under(over)provision in BEFTERETE BH)
prior years 392 (381)
Depreciation and amortisation #%  BMELRRBZMEREBH
of property, plant and
equipment 3,915 58,346
Amortisation of goodwill included SFEATR I E 2B E#
in administrative expenses 1,160 1,628




NOTES TO THE FINANCIAL STATEMENTS & E{MIzE
For the year ended 31 December 2004 #EZE-ZTTWME+_FE+—-B1LFE

9. DIRECTORS' AND EMPLOYEE REMUNERATION 9. EEREEME
(a) DIRECTORS’ REMUNERATION () EEMA
' 2004 2003
—EE@EE | ZFE=H
HK$000 } HK$'000
BEFT } BT
l
Fees e !
— Executive directors —HITEE - -
— Non-executive directors - JERMITES - -
- Independent - BYEHRTESR
non-executive directors 317 228
317 228
Other emoluments Hini &
- Executive directors —HITEE
Salaries and other benefits R E MR 3,071 2,965
Retirement benefits BIREFIETEIHR
scheme contributions 25 24
3,096 2,988
3,413 3217
The number of directors (including independent non-executive BRTXHEMRSBEENZEE (B
directors) whose remuneration falls within the bands set out HBIIERTESE) ABOT ¢
below is as follows:
2004 2003
“REWF —ZEE=F
Number Number
HK$ ’ of directors of directors
p-g EEAH HEAY
Nil to 1,000,600 ZE % 1,000,000 8 9
1,000,001 to 1,500,000 1,000,0012 1,500,000
1,500,001 to 2,000,000 1,500,001 2,000,000 1 1
10 11
During the year, no emoluments were paid by the Group to any AEER  AEBYEMNENESES
director as an inducement to join or upon joining the Group or e EREBRMAREESNAK

as compensation for loss of office. EEEZRENIEAHBEE -
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NOTES TO THE FINANCIAL STATEMENTS Brf&sRRMisT

For the year ended 31 December 2004 HEZFENE+_AZ+—HIEEE

9. DIRECTORS' AND EMPLOYEE REMUNERATION 9. EH LKEEM4&

(continued)

(b) EMPLOYEES' REMUNERATION

The five highest paid individuals in the Group included two
(2003: two) directors of the Company, details of whose salaries
and other benefits are set out above. The aggregate
remuneration of the remaining highest paid individuals, who are

employees of the Group, is as follows:

HeREMER
BB &

Salaries and cother benefits
Retirement benefit scheme

HK$
P s
Nil to 1,000,000 Z % 1,000,000

10. FINANCE COSTS

Interest on borrowings wholly ARAFARNBHEREZ
repayable within five years: BERE
Bank borrowings WITEE

B {8 B R ' RRIE
MEEHER

Other borrowings and payables
Obligations under
finance leases

(b) EEBZ
AEEIEESHFMATBRERCA
ME(ZEE=F  MB)BEF  H1E
ZHERAMENFEIR LN - &%
TEEHFNALIRTEEAZER &

ErEBEBEMT
2004 2003
:gimﬁ} ZEE=ZF
HK$'000 \ HK$'000
%#%ﬁl BT
f
1,482 1,515
36 36
1,518 1,551
2004 2003
“EFNMEF —EE=F
Number Number
of employees of employees
EBEAH BB AE
3 3
| —— ]
10. Bl & AL A
2004 2003
—EENF —EE=F
HK$°000 HK$'000
EBETR B FT
943 34,455
16,488 16,246
3 11
17,434 50,712
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For the year ended 31 December 2004 B EZ-EZEWF+_A- +—BIEFE

estimated assessable profit for the year. No provision for Hong Kong
Profits Tax was made in the financial statements for the year ended
31st December, 2003 as the subsidiaries operated in Hong Kong
has no assessable profit for that year.

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the relevant jurisdictions. Pursuant to the relevant laws
and regulations in the PRC, certain PRC subsidiaries of the Group
are exempted from PRC income tax for two years starting from their

11. TAXATION 11. %18
2004 2003
—E2RNE —EFRZF
HK$'000 HK$'000
BT BT T
The charge (credit) comprises:  FIEX H (&) BIE
Taxation in other jurisdictions HwE =R 2 HIE
~ Current year — REE 1,340 11,467
- Underprovision in prior years — BEFEEZHETR - 238
Hong Kang Profits Tax EEMNEWR 5,124 -
6,464 11,705
Deferred tax credit (note 21) BIERIBE R (WWiE21) - (770)
Taxation attributable to the AREREWELF
Company and its subsidiaries E{E T8 6,464 10,935
Hong Kong Profits Tax is calculated at 17.5% (2003: 17.5%) of the BEFNERDEFARABHBRETENZ

175%(ZBE=F  175%) HE - @i
AARREMBLARERE-ZTE=F+
ZTAZtTBULHEERLEEBEERETER
MU BEZFE2HBERIELETENG
BHEHE -

BEthEEER o HBENEERNZEEZ
BRRERGE RBERBFEZEREE
BOETAEEPENBLFHEEER
FEREHRRTPEMGHBAEFE  EEZF

first profit-making year, followed by a 50% reduction for the next AERER¥ ((REER]) - dRES
three years (“Tax Reduction”). Since these PRC subsidiaries were ENBARCRBEEE=E+Z2AZ
disposed of during the year ended 31st December, 2003, no PRC +-BUEFERHE  BREEREES 57
subsidiaries of the Group were exempted from Tax Reduction. BHBAREZAHEZR -
T
«

hEEEAER
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For the year ended 31 December 2004 EE-BENE+_AFZ+ B -FFE

11. TAXATION (continued) 1.5 08 (%)

AEERBEX ARG WERAMZ

The tax charge for the year can be reconciled to the loss before

wn
o

China Strategic Holdings Limited

taxation as per the consolidated income statement as follows:

HMETEBSERENOT -

1 2004 2003
!‘ —EENE —EET=E
HK$'000 HK$'000
. EETx BT
1
Loss before taxation HAEE | (124,564) (169,184)
|
Tax at the average income BEEMBEHREFE
tax rate (Note a) 2R (Htita) (23,455) (51,297)
Tax effect of share of results DIEBMERFEEIRBTE
of associates 6,540 30,753
Tax effect of income not taxable T B HEF BT A]
in determining taxable profit REBAZHEZE (34,334) (28,399)
Tax effect of expenses not AHATTNRE
deductible for tax purpose MEz2RiEeeg 25,679 44,503
Tax effect of deductible temporary RER IR EHEEZRE Y
differences not recognised R 23,849 11,769
Underprovision in respect of EFERETE
prior year - 238
Tax effect of tax losses not AERBBEER2NBEE
recognised 6,280 2,209
Utilisation of tax losses HREAABREEES
previously not recognised - (3,084)
Effect of tax exemption granted B TR BB 2 7
to PRC subsidiaries MERR 2 (485) (13,104)
Effect of different tax rates of ETRBEEELE
subsidiaries operating in ZHBARHE
other jurisdictions BEEE 2,139 16,570
Others =) 251 777
Tax expense for the year REEANRB IS 6,464 10,935
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For the year ended 31 December 2004 HE-EBUWE+ - A+ -HIEHF

1]. *}é I/g\ (/‘E

11. TAXATION (continued)

12.

Notes:

(a)

(c)

The average income tax rate for both years represents the weighted
average income tax rate of the operations in different jurisdictions on
the basis of the relative amounts of net profits before taxation and the
related statutory rates.

As at 31st December, 2004, the Group had unused tax loss of
approximately HK$29,682,000 (2003: HK$231,337,000) available to
offset against future profits. No deferred tax asset has been recognised
in respect of the unused tax losses due to the unpredictability of future

profits streams.

As at 31st December, 2004, the Group had deductible temporary
differences in respect of allowances on doubtful debts of approximately
HK$308,765,000 (2003: HK$172,483,000). No deferred tax asset has
been recognised in relation to such deductible temporary differences as
it is not probable that taxable profit will be available against which the
deductible temporary differences can be utilised.

LOSS PER SHARE

The calculation of the basic loss per share is based on the net loss
for the year of approximately HK$176,052,000 (2003:
HK$189,528,000) and on the weighted average of 877,471,799
(2003: 829,734,016) ordinary shares in issue during the year.

No disclosure of the diluted loss per share has been shown for the
year ended 31st December, 2004 and 2003 as the exercise of the
share options and warrants would result in a decrease in loss per

share.

12.

BaE -

() FEFERAFHMBEEXBTRAGEHER
BEMETHAERE  HHEEERR
RN R EEEEREcERRE -

RZFERFE+F_AZT—B - AREE
REAWIBERL29,682,0008 T (28T
=4 :231,337,00087T) T BAEBERRK
WA ERARRBRIRZ THEMAN - &
AERAERNUBEERERBLEREE
B

{(b)

R-BEBENE+-B=+—8  HAHEEHR
RIRBEE 308,765,000 L (ZBE =
1 172,483,000 ) 2 IR G4 E
B -ERTAERERETERRRENE
AHRERUMEEEE BT ERKT
HAENMEERRREEHELE

(c)

B B 1

BRELABEDBREFEZERFRAL
176,052,000 = (Z B T = &
189,528,000/ 7T) R FRE HITEEBR Z
METFIEET7 A7 7OR (ZFF=F ¢
829,734,016) i+ & -

MRTEERERBREZSEEHEET
EENER_FRTFFT_R=+—HL
FEFREERD  RULEREZME
FEZERESEE -

PEEBER2A
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13. PROPERTY, PLANT AND EQUIPMENT 13.41% - BB ERE

N
(@]

|

China Strategic Holdings Limited

Furniture  Machinery Construction
Land and and and Mater in
buildings fixtures equipment  vehicles  progress Total
TR BER BER
B¥ £E B HE KEEIR BE
HK$000  HK$'000  HKE000  HKE000  HK$000  HK$000
BETL BETT EETR EETT EETT EETH
THE GROUP FEHE
COosT BEE
At 1st January, 2004 R-ETRE—-R—H 67,944 33,096 158,767 3,605 760 264,172
Currency realignmeant BESH - 8 - - - 8
Reclassification EE sl - 205 - - (205) -
Arising from acquisition of WHEEBLREE
subsidiaries - 614 9,800 551 16,500 27,465
Additions RE ~ 1,011 2,206 596 187 4,000
Disposals HE - (1,263) (26) - - (1,289)
Disposal of subsidiaries HEMBAE (45900 (31,388) (1,526} (3,191) (742)  (41,438)
At 31st December, 2004 RS8R+ -A=Z+—H 63,354 2282 169,221 1,561 16500 252918
DEPRECIATION, FE BEREESA
AMORTISATION AND
IMPAIRMENT LOSS
At 1st January, 2004 RZEENE-—HF-8 57611 3,616 157,533 2,257 - 221016
Provided for the year FREE 195 2,257 1100 363 - 3915
Eliminated on disposals HEERR - (732) ©) - - (737)
Eliminated on disposal of LEWB R BB
subsidiaries {402) {4,061) {483) (1,568) - (6,514)
At 31st December, 2004 RZEEWNE+_A=+—8 57,404 1,079 158,145 1,052 - 217,680
NET BOOK VALUES EHRE
At 31st December, 2004 R_EERE+-A=+—H 5,950 1,203 11,076 509 16,500 35,238
At 31st December, 2003 R-BZ=ZF4+-R=+—4 10,333 29,481 1,234 1,348 760 43156
THE COMPANY . |
COST A E
At 1st January, 2004 and R-FEME-F-B%
31st December, 2004 “EREmE+-A=Z+-H 6,824 1,488 1,338 541 - 10,191
DEPRECIATION FE
At 1st January, 2004 R-BEWE-F-F 703 888 1,181 337 - 3,109
Pravided for the year ENEE 171 285 109 135 - 700
At 31st December, 2004 RZIEEWE+F_A=+—-8H 874 1,173 1,290 472 - 3,809
NET BOOK VALUES REFE
At 31st December, 2004 RZEERFE+AZ+—8 5,950 315 48 69 - 6,382
At 31st December, 2003 RITEE=HF+-R=1-8 6,121 600 157 204 - 7,082
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For the year ended 31 December 2004 EHZE_TZWF+ A= +— B L5E

PROPERTY, PLANT AND EQUIPMENT (continued)

At the balance sheet dates, the land and buildings of the Group and
the Company are held under medium-term land use rights in the
PRC.

The carrying value of construction in progress as at 31st December,
2004 represented the amount paid to acquire a land use right with
medium lease term relating to the land located in Zhuhai, the PRC
for a consideration of HK$16,500,000 for the construction of a
factory. The land use right has not yet been obtained by the Group
as at 31st December, 2004, The directors are of the opinion that the
land use right will be obtained in due course.

The net book value of motor vehicies and furniture and fixtures as at
31st December, 2004 included an amount of approximately
HK$3,000 (2003: HK$173,000) in respect of assets held under
finance leases.

DEPOSIT PAID FOR ACQUISITION OF INTEREST IN
PROPERTIES

During the year, the Group entered into a conditional agreement
with a third party (“Vendor”) to acquire the properties interest in a
parcel of land situated in Shanghai, the PRC (the “Land”) and the
24-storey building being erected upon the land together with 2 levels
of underground carparks (the “Building”) (collectively referred to as
to the “Properties”) for a consideration of RMB450,000,000
(approximately HK$424 528,000). A deposit of RMB50,000,000
(HK$47,012,000) was paid upon the entering into the conditional
agreement.

According to the conditional agreement, prior to the completion of
acquisition, the Vendor should (i) obtain the certificate in respect of
the land use rights of the Land and the ownership of the Building;
(i) obtain an approval from 38 A5t 81 £ 8 € that the use of the
Properties be changed from office to both commercial and residential
and that all relevant fee and charges arising from the sale of the
Land payable to the relevant authorities including E8mM A+ B
having been settled in full; (iii) agree with the Group on the
specification of installation, fixtures and furniture and other internal
decoration of the Properties; (iv) procure all the contractors engaged
in the development/construction of the Properties to enter into
agreements with the Group to bind these contractors with obligations
to the Group to rectify all defects of the Properties which may arise
after the completion of the development/construction; and (v) procure
the granting of a loan (“Loan”) to be granted by PRC banks to the
Group to finance the remaining consideration.

13.

14.

YIzE -~ BB R ()

REER  AREREAQRZLHEET
AR EATRH L ERAERE -

N_EEENE+—_/B=Z+—RB  F@EIi2
ZERHEEIETIA 16,500,000 T2 R E
BRHEROKBMNPEKESZ 2 -
WERAEEREIRMAXNZRIE NIT
ENFE+_A=+—8  ZAEENHEREGE
THERE  cBEERA  THEREEY
REERFERS -

FERGALREER_ZTUE+_AZ
T-HAZEEFESEERRERERQ
F5EZEENI0B T (ZEF=F -
173,000 7T) Z FRIE °

MY RIS

FR - AREEEZHF(EFDITI—E
BB E - REE-RURTPE 28T
2 (Tt ) R—EBEARA T EES
UBZEF ZERMEMEEFERES ([
F)(GEZEDED 2 hEER  KE
B AR 450,000,000 JT (#1424,528,000
L) c REATUEBRHHBEREITAER
# 50,000,0007T (47,012,000 7t) 2 &
f_é o

BiEEHE RNUEEFETKA B
WGz tHEREREF2H
R (VRELETHERREE M
X BPRAREMEIARERDOEXR
BEERE R—URLELTEMELN
ERNAERBRE(BRELETRLIR Z2BE
EACRBAN  (WRAREREZE
MEzRE FEREMZABREMA
HEEEHE: (WREAERBHER
IRPERRZARPAELAKET L HHE
MREEARBBETARLAREBYEZEY
ENTHERBRE TIREIRELRZ -
PEReE - RWMEEREARITEAEER T
ERUERD UXHHBTZHE-

BIE
1A
.
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NOTES TO THE FINANCIAL STATEMENTS SR RMHE

For the year ended 31 December 2004 HE_ZEZBNFE+ _A=+—HILFE

14.

15.

DEPOSIT PAID FOR ACQUISITION OF INTEREST IN
PROPERTIES (continued)

Provided that if the conditions are not fulfilled on or before 1st June,
2005, the Group shall agree to a further extension of not less than
60 days without imposing any fine on the Vendor. If the conditions
are not fulfillec within the extended period, the Group shall be
entitled to terminate the agreement and the Vendor shall refund the
deposit to the Group together with interests accrued during the period
from the date of the agreement to the date the deposit is refunded
and calculated on the relevant prevailing market interest rate.

It is one of the conditions for completion of the acquisition that the
Vendor should obtain approval for the change of use of the Properties
from office to both commercial and residential. Should the Vendor
fail to obtain such approval within 150 days from the date of the
agreement, the Group is entitled to either (i) to proceed with the
agreement in accordance with the existing terms and conditions; or
(ii) to acquire the 1st to 7th floors and the 23rd floor of the Properties
together with the two levels underground carparks for a consideration
of RMB70,000,000 approximately (HK$65,817,000).

The remaining consideration will be settled upon the grant of the
Loan and the transfer of the ownership of the Land and Buildings to
the Group.

Although the conditions stated above for the change of the use of
the Properties has not yet fulfilled within the said period and as at
the date of this report, the directors has decided to proceed with the
agreement in accordance with the existing terms and conditions.

PAYMENT FOR ACQUISITION OF SUBSIDIARIES

During the year, the Group entered into conditional agreements with
third parties (“Vendor Parties”) to acquire the entire interest in &
REEZEERAE CEMBE) and 88% interest in HEMILF
BHAR AT (“H=TILE") for consideration of approximately
RMB27,300,000 ({(approximately HK$25,756,000) and
RMB25,700,000 (approximately HK$24,244,000) respectively. & M
1255 and R3=W/LE are companies incorporated in the PRC and
engaged in the business of sand mining. As one of the conditions
according to the conditional agreements, the Vendor Parties should
procure the Group to obtain all necessary approval from relevant
government authorities for the proper transfer of ownership in &N
S and B 5718, Deposits of RMB21,200,000 (approximately
HK$20,000,000) and RMB21,200,000 (approximately
HK$20,000,000) were paid upon entering into the conditional
agreements. If the conditions are not fulfilled, the Group shall be
entitled to terminate the agreements and the Vendor Parties shall
refund the deposit to the Group. As at the date of this report, the
conditions has not yet been fulfilled and the transaction has not yet
been completed.

14.

15.

M EYEER M2 EE

(#8)

I iR RER _BTHREANR B
ZRIER  AEEERBSTIIRNT
B2 IEE B B A EEETMRER - &
EFERIEE AR AN RER - AEE
HEKLHSE MESARANFAEERER
% BERBIUHHEAHEZRERSE
FIEBMEZEAAE - MEDERBMZE
RIS BEFE -

TRMBEEEZAP-HEFAETER
BEZENEZAZHRAEERSBIE
Alzi - MEHDRERIHZE L HH
#1508 WERG ALY - REBBE®)
RBRE ZGFERGEHEETHE s
B A R ¥ 70,000,0007T (4965,817,000
BTIBEZENEZHRIZFETE - £23
B UEMEMHTRES -

BTZHREBRERRLRLHEETZ
FEEREREAEERIN -

BELNERAREVEZRB ZHEEDR
ERRBEE A RERER  BRES
REBBRBREZERARGERETHE -

g 7 BT B 2 /A AR

ER - -AEAHEE=ZF(EHDILZE
HEERE KUBEMNESEEFERA
AITEMNEBD 22BEXREETILE
BE5EBRAR(IREMITE]) 288%%E
H AP RzZRESHOABARE
27,300,0007T (925,756,000 T) R AR
#2285 700,0007F (#124,244,00058 7T) « &
W R RET T ES AR BREMK
ZRE EEWRERIDER - BEEKY
W HP—BBREABFERERER
REERFRERNE—YYE 2z U
LRERFTEEENMNEBBREREMIAEZ
Fia# - BE K AR21,200,0007T (47
20,000,000 7T ) & A K #21,200,0007T
(#320,000,0008 7T) 2B & B R B &4
AT - RAEER B BEY - 2
AEBEERILEZSERE MEATAR
AEERERS  -EHEARESBH BE
BHDRER  MEBIBHAEK -
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16. GOODWILL

COST

At 1st January

Arising from acquisition of
subsidiaries

Eiiminated on disposal of
subsidiaries

At 31st December

AMORTISATION AND
IMPAIRMENT

At 1st January

Provided for the year

Impairment loss recognised

Eliminated on disposal of
subsidiaries

At 31st December

NET BOOK VALUES
At 31st December

DN
R—HA—H
YEMBLATIMESE

HE KB F R 8

R+ A=+—H
BHERAE
nN—HB—BH

E R B
CHERRERE
HEWBARSFEHE

R+=A=+-A

SR [ FE
RTZRA=+—E

Goodwill is amortised on a straight-line basis and the amortisation

period for goodwill is 20 years.

ﬁﬁﬁﬁmﬁ

@¢+ A=+—HIL5E
16. 7y 22
THE GROUP

rEM
2004 2003
—gemE | -—ET=&
HK$'000 HK$'000
BEFT BT T
33,469 | 33,082

|

26,812 | 387
(33,469) -
26.812 33,469
24,144 2129
1,160 1,628
- 20,387
(24,299) -
1,005 24 144
25.807 9,325

BEREREREN MBBZARBEA

ZFE

63
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NOTES TO THE FINANCIAL STATEMENTS S#gshRKizE

For the year ended 31 December 2004 HE_EZWMF+-HA=-+—BLFFE

17. INVESTMENTS IN SUBSIDIARIES/RECEIVABLES 17.7A Mt B A 8l 2 & &/ JE i It
DUE FROM SUBSIDIARIES/PAYABLES DUE TO J& /N Bl IR A T B A Al 3K
SUBSIDIARIES 5

2004 2003
—EEWmE | BT -F
HK$'000 | HK$'000
BETFE | EETRE
Investments in subsidiaries RERAZHRE
Shares listed overseas, at cost BN E TR - B KRE 139,703 * 139,703
Unlisted shares, at cost JEETREMD  mRAE 85,037 | 85,037
224,740 224,740
Market value of listed shares EHRHcTE 37,344 £9,885
Receivables due from subsidiaries JEUT K1 B 1 51,27 30 18
Amounts due from subsidiaries B AT Z R 3,779,832 3,801,035
Less: Allowances o B (2,023,959) (1,943,059)
1,755,873 1,857,976
Payables due to subsidiaries BB AR ZHE
Amounts due to subsidiaries ERWEB LR RE 840,225 743,971

The receivables due from and payables due to subsidiaries are
unsecured, non-interest bearing and have no fixed terms of
repayment. The amounts are not repayable within one year and are
therefore shown as non-current.

U R EMHTE ATz XA AEER
LRNEBTEENRY - %F
FREE  HHEHERBER -

FHIEBAR—




NOTES TO THE FINANCIAL STATEMENTS %S EH&RMEE

For the year ended 31 December 2004 HE_-_ZFTEWNF+ A=+ BIL5FE

17. INVESTMENTS IN SUBSIDIARIES/RECEIVABLES
DUE FROM SUBSIDIARIES/PAYABLES DUE TO
SUBSIDIARIES {continued)

Particulars of the principal subsidiaries at 31st December, 2004 are

as follows:

Place of Issued and fully
incorporation/ paid ordinary
registration share capital/

Name of subsidiary and operation registered capital

3] BRARMER
REEXE BERRE

MEAREE i e EREX

MRI Holdings Limited {("MR1") Australia {note a) A%$31,184,116
{note ¢) BN (Kfita) 31,184 1168 T
(B i)

China Pharmaceutical Hong Kong HK$2
Industria! Limited (note ¢) BE 2B

TERETEER
BRAT (B3tc)

China Enterprises Limited Bermuda (note b) Supervoting
{(“China Enterprises”) BRE (o) Common Stack
{note c) US$30,000
(Bf5tc) Common Stock

US$60,173
MERRE
LER
30,000% 7T
ERR
50,173%

Zhuhai Zhongce Property British Virgin Islands US$1
Investment Limited {note e) 1=
{note c) EREXES

GEPREXZRREERLAA (Btite)

(Hiszc)

Talent Cosmos Limited (note c) British Virgin Islands US$13,000

FTFERLE (K ERELES 13,000% 7%

Super Energy Group Hong Kong HK$13,000,000
Limited (note c) % 13,000,000% 7t

BEEEBRAR (M)

NRHWELAZEE BN
& A B BRIE BT Y B 4 B K
1H (#)

RZEEME+ZR=+—8 FXEN
BRAZHEABWAT :

Proportion of
nominal value of
issued share capital/
registered capital
held by the Company  Principal activities
XAERBERT
BE/ERES
EEZLA EBER
Directly Indirectly
ER &
% %

- 57.26 Investment holding
REER

- 57.26 Investment holding

REER
33.27 24.84 Investment holding
{note b) (note b) BREER

(B izb) (Ktatb)

- 100 Holding of land
development project
held for resale

BHETHBERRAE
MIEEE

- 80 Investment holding
REARR

- 80 Investment holding and
trading of battery
products

REZRRHETHER
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NOTES TO THE FINANCIAL STATEMENTS Bf#& R MisE

For the year ended 31 December 2004 B ZE T NE+_F =+ —H J_tﬁr_;x

17. INVESTMENTS IN SUBSIDIARIES/RECEIVABLES 17.7 K& 2 &l 2 & &/ FE g fft
DUE FRCM SUBSIDIARIES/PAYABLES DUE TO EPANGIE @ / & 1] B B S B 3K

SUBSIDIARIES (continued) TE (48)

Proportion of

o
(@)}

|

China Strategic Holdings Limited

Place of Issued and fully nominal value of
incorporation/ paid ordinary issued share capital/
registration share capital/ registered capital
Name of subsidiary and operation registered capital held by the GCompany Principal activities
WAL HER ERTRERZ FRAABECERT
REEXR EERRE B/ EMEE
HEAIER e} AHES EEZLE ETEER
Directly Indirectly
B f #
% %
Super Energy Bettery Hong Kong HK$2,500,000 - 80 Investment holding and
Industries Limited (note c) % 2,500,000/ 7T trading of battery
HBEENEXERLT products
(fiatc) RERREHEEHER
=i mi%?@ﬁﬁﬁ“' PRC RMB9,183,763 - 76 Manufacturing of battery
(“BITHEE") (nots c) O ANE#9183,7637C (note d)  products
(##c) (Wie) HETHER
Notes: Hfst -

a.

MRI operates both in Australia and Hong Kong and its shares are listed
on the Australian Stock Exchange. MR and its subsidiaries are mainly
engaged in the investment holding activities.

China Enterprises operates in both Hong Kong and PRC and its shares
are traded on the Over the Counter Bulletin Board of the United States
of America. The Group holds a 55.2% effective equity interest and a
88.8% effective vating interest in China Enterprises.

These companies are limited liability company incorporated in the
respective jurisdiction.

BT E is a 95% subsidiary of Super Energy Battery Industries
Limited and the Group hold effective 76% interest in& LB & .

Zhuhai Zhorigce Property Investment Limited operates in PRC.

None of the subsidiaries had any debt securities subsisting at the
end of the year or at any time during the year.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results for the year
or formed a substantial portion of the assets and liabilities of the
Group. To give details of other subsidiaries would, in the opinion of
the directors, result in particulars of excessive length.

a. MRIFVEMEBEEGEEET ARG
REBEMNESZBFAET - MRIEEKEB R
AEENERELBEY -

b. Chma EnterprisesREE RFERLEEER
HREBBIXSEBREE - A5
l ﬁ*ﬁ_ﬁ% 2% BB AR A 25 12 88.8%
ZEBITER

c. WIPREBZRAEEFMAYZBRE
ERE .

d ALUTBEARESHE2ARATER
SRR ZHERE] - Ffﬁz&i@@u%ﬁﬁé
IWTTHE76% BB -

e. WEPHREXERETRATNRPHESE
EZ

EHBARARELRFRIM
EANARERZERES -

BRESEL

ERFAVTESRATIERELAFEZRE
BHEFARBEERBBZEREH 2T
SEMBLT - ESTRFIELHER
AzERB<SREROITE -




NOTES TO THE FINANCIAL STATEMENTS

ASSOCIATES

Interests in associates
Share of net assets

Goodwill (note i)

At 1st January

Accumulated amortisation as
at 1st January

Arising from acquisition of
associates

Less: amortisation provided
for the year

Realised upon disposal/
dilution of interests
in associates

At 31st December

Negative goodwill (note i)
At 1st January

Accumulated negative goodwill

released at 1st January
Release of negative goodwill
during the year
Release upon disposal/dilution
of interests in associates

At 31st December

Unlisted shares, at cost

Unlisted convertible notes due
from an associate (note ii}

Loans receivables due from
associates (note iir)

Less: Allowance

For the year ended 31 December 2004 HE -~ZEZEWNE+ - 8°

RN P
i EERE

BB
R—A—H
R—A—Bz &t
H&E%E”MA—}PEEE

W RBEEE
BECEHE

ﬁg/ﬁﬁfﬂ“‘*“ﬂ
S

RtZA=t-8

RBEB )
®-—-H—8
m—HA—-HERZ
RiTAEE
FREQZAHE

HE /" BERE LT
HE RS B AR

i s B <

I LA
ME

R

FEREE NRIELD
AMBRRE (M)
FEMR IS & 0 R E
e R (FT 5 i)
BB

18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE
FROM ASSOCIATES/PAYABLES DUE TO

18 7t B &

o i%iﬁ%%ﬁﬁ‘?

—BiEE

KA ZAE R T
R RIR, TR B L F R

THE GROUP THE COMPANY
&N b AN
2004 2003 2004 | 2003
ZE22ME —BEZF “2ENE ZRER-HE
HK$'000 HK$'000 HK$'000 HK$'000
BEFT BEFT BE¥ TR BT
337,212 531,015 - -
91,785 91,785 - -
(10,326) (1,148) - -
3,931 - -
(3,059) (9,178) - -
(80,325) - - -
2,006 81,459 - -
(123,379) (123,379) - -
12,338 - - -
10,598 12,338 - -
53,385 - - -
(47,058) (111,041) - -
- - 2 2
55,000 84,800 - -
81,840 260,312 - -
- (23,398) - -
136,840 321,714 - -
429,000 823,147 2 2
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China Strategic Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 EHE - EENFE+ - B+ —HIFE

18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE
FROM ASSOCIATES/PAYABLES DUE TO
ASSOCIATES (continued)

Notes:

(i) Goodwill is amortised on a straight-line basis and the amortisation period
for goodwill is 10 years. Negative goodwill is released to income over 10
years.

(ii) The carrying value of the unlisted convertible notes at 31st December,
2003 represented investments in convertible note issued by Wing On
(“Wing On Note”). The Wing On Note bore interest at 2% per annum
and was due for redemption on 19th April, 2004 at HK$84,800,000
with accrued interest. It also entitled the holders at any time after the
date of the issuance of the Wing On Note and up to 19th April, 2004 to
convert the Wing On Note into shares of Wing On at an initial conversion
price of HK$0.032 per share (subject to adjustment).

In January 2004, the Group entered into a new convertible note
agreement with Wing On pursuant to which Wing On issued the
convertible notes with principal amount of HK$155,000,000 (“New Wing
On Note") to the Group, of which HK$84,800,000 was used to settle
Wing On Note and HK$70,200,000 were used to settle the receivables
due from Wing On. The New Wing On Note is interest bearing at 2% per
annum and is due for redemption on 14th June, 2007 at
HK$155,000,000 with accrued interest. The New Wing On Note entitled
the holders at any time after the date of the issuance of the New Wing
On Note and up to 14th June, 2007 to convert the New Wing On Note
into shares of Wing On at an initial conversion price of HK$0.020 per
share (subject to adjustment).

In October and November, 2004, the Group converted HK$100,000,000
convertible notes of Wing On into ordinary shares of HK$0.01 each in
Wing On at conversion price of HK$0.020 per share. Certain convertible
notes holders also converted their convertible notes of Wing On into
ordinary shares of HK$0.01 each in Wing On at conversion price of
HK$0.020 per share. The interest in Wing On held by the Group was
accordingly increased from approximately 32.21% to approximately
38.16% upon the conversion of the convertible notes into shares of
HK$0.01 each in Wing On by the Group and other convertible note
holder. The Group also disposed of approximately 7.88% interest in
Wing On for a consideration of approximately HK$45 million and the
interest in Wing On held by the Group was decreased to approximately
30.28%.

B R M

18. RS A F 2R B =
Iy ERIE A BB A B BIE
()

o

(M

BERARIELY THBZBHAS
TE-ABEBDTEBOERA -

ELTARRBEEN —FEZEST A=
T+ EZREEMR KRBT ERE
BKRER]) 218E - KREBEEE
ZEHE TERZZEEOENAT AR
PA84,800,000 8 T E EEE - kZREN
BYTEFBEAEN  ARKREEETH
HEF ZEMFHATBERBERSR
YIS E0.032% T (7 PHE) BKE
EREBRKTBRM -

W_ETWNE—F  RAEFEKEITL -
BEHUABRERGSE - Bt KEBETR
¥ 155,000,000 L 7 AT AR 2R ([%7
XEZEE]) FAEE  E 84,800,000
TREEERAKEERE - #70,200,000% 7T
BIREEBREER ZERAE < Hikk
EBEFB_EHE  LERZETLF
7< B+ B 10155,000,000/8 TiEEEE o
FOKEBREETHEAERN - ARPKR
SR TANEE-_EELF A +NE
B RERISHRBE0.020% T (7] T
E)EBRAKERD -

RZBEMETART—A XEEF
100,000,000/ 7o 2 x Z Al IR R EHE 1R iR
EER0.0208 TR A EEREECO]L
ELZLERE - BHuaBRBEBEAEAN
BHEZKREZTRREERRBESR
0.0208THIBEAXESKREBOOLELZ
LA Bl EFREREMGABRE
BREABTAREELBAAEXTESRE
HOOIETZ AR AR RKRHE
BHBA3221%EEH38.16% « XEH
MEHLENTRR%XTHERE  REY
45,000,000 7T - MALBRKETENISE
HEFEHN30.28% -




NOTES TO THE FINANCIAL STATEMENTS B #R &R Mt

For the year ended 31 December 2004 BE-TEWM&E+ - A-.+—HBLEE
18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE 18.AEt&E N a2 W% /I EE &
FROM ASSOCIATES/PAYABLES DUE TO N BVERIE R 5 A N B ER IR
ASSOCIATES (continued) (#E)
Notes: (continued) Fist . ()

(iii}

(iv)

On 30th November, 2004, the Group further entered into two placing
and subscription agreements with Wing On and placing agent pursuant
to which the placing agent agreed to place 6,000 million ordinary shares
of HK$0.01 each in Wing On on behalf of the Group at the price of
HK$0.028 per share and the Group would subscribe up to 6,000 million
new ordinary shares of Wing On at HK$0.028 per share. The placing of
6,000 million ordinary shares of HK$0.01 each in Wing On and
subscription of 3,660 million new ordinary shares of HK$0.01 each of
Wing On were completed in December, 2004 and the Group's interest
in Wing On was decreased to approximately 19.58% as at 31st
December, 2004. The Group further subscribed 2,340 million new
ordinary shares of Wing On in January, 2005 and the Group's interest in
Wing On was increased to 25.02% subseguent to 31st December, 2004.

The amounts are unsecured, carry interest at the prevailing market date
and not repayable within one year from the balance sheet date.

In March 2004, Pacific Century Premium Development Limited (“PCPD”,
formerly known as Dong Fang Gas Holdings Limited whose shares are
a then 43.06% owned
associate of the Group, entered into agreements with PCCW Limited

listed on the Hong Kong Stock Exchange),

(“PCCW", a company whose shares are listed on the Hong Kong Stock
Exchange) to acquire various property interests from PCCW for a
consideration of approximately HK$6,557 million which was satisfied by
the issue of new shares and convertible notes by PCPD to PCCW or as it
may direct. The above transaction was completed in May 2004 and the
Group's interest in PCPD was decreased from 43.06% to 2.83% and
PCPD ceased to be an associate of the Group accordingly. The Group
further disposed of all its 2.83% interest in PCPD and no interest in
PCPD was held by the Group as at 31st December, 2004,

(itf)

(iv)

RZBERE+—AZ+H  X&
BHHxERESKERTIMGE
ERRERE Bu EERER
F 1t R A & B A7 % 6,000,000,0008%
ERHEEOOIB T Z KT EER
SHIEBO.028E L - MAZEER
FROBELYTEREBES
6,000,000,000 R EEOOLE T
ZXEH EBNK - BEE
6,000,000,000/ § A2 EE0.013%5 T
ZOKE EER &R 3,660,000,000
BEREEOOIBLZKEFER
BER-_ZEEF+ AN -
—ERmE+_/A=+—-H K&
ERXEZHERENLE8% - K
EER-_STRE—FRBINRE
2,340,000,000f8 k Z#H B @A - M
KEBRKEZERE_ZEZTME
TZAZ+—9%HEE2502% -

MEtEEREERN BREM®
FEGFERBENEER R~ ﬁﬁq
BE -

RIZBEREZF  FEEESHH
E43.06% 2 HE QF BB AT HE
ERAERAOBDURAME]  FIEXE
FHREBERDT HBROHRE
BERF LT BERENERAT
(TEMAR] - EROGREBBE R
MY GHE  URERAR
WBEETYEEDS  REY
6,557,000,000/ % F EEFARR
AXERNERAR (HKRELER)
BOIFRRTRABRRE . LERS
R-ZENERARER MAEE
RBAREZEZHIZEREE
283% ALBABEFHEATEE
BELE - AEREE—SHEER
e g3n@MAWEER  HRZEBEN
F+ZB=Z+—8  XEEILESH
ERRMETEER -
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NOTES TO THE FINANCIAL STATEMENTS B8Rz HIE

For the year ended 31 December 2004 HE_ZZEMFE+_A=-+—HLEFE

18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE 18. WA B & N Z 4 B &

FROM ASSOCIATES/PAYABLES DUE TO
ASSOCIATES (continued)

Ajfa/%ﬁ%%@a%@
(#8)

THE GROUP THE COMPANY
& b |
2004 2003 2004 2003
—EEME ZET=F “EENE —ETTH
HK$'000 HK$'000 HK$'000 HK$'000
BEFT BE T T BEFT EBEFT
Receivables due from Vit A NI ]
assocfates
Amounts due from associates FEZ D TR 57,163 6,294 563 719
Payables due to associates BABELAIHE
Amounts due to associates BREEQTFE 3,737 185 - 185
Market value of listed shares B & 27 Emk R
in associates ZMME 311,480 325,245 - -~
The amounts due from associates are unsecured and repayable on FEWEE AR ZEADEERAREXE
demand. Except for amount due from an associate of approximately B - B AE 542470008 T (—FE
HK$54,247,000 (2003: Nil) are interest bearing, all remaining =F  E)ZEREE DS RIETEN
amount due from associates are non-interest bearing. The amounts HERF ﬁﬁﬂ*&”& GEAFIREHALE B
due to associates are unsecured, non-interest bearing and repayable a8 /N Iﬁﬁﬁ%ﬁ B ERARE
on demand. SKEFEE -




NOTES TO THE FINANCIAL STATEMENTS B173§sR =R 5T

For the year ended 31 December 2004 HE-Z

18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE
FROM ASSOCIATES/PAYABLES DUE TO
ASSOCIATES (continued)

The amounts due to associates are unsecured, non interest bearing
and repayable on demand.

Particulars of the principat associates at 31st December, 2004 are
as follows:

Place of the
incorporation/

registration/ Place of
Name of associate establishment operation
HEWmEY
i B R
B D R BB B 37 i B 2 i B
China Velocity Group Limited Bermuda Hong Kong
("China Velocity™) and PRC
{notes a and b)
hEER(EE)BROF BHEE BEERTE
(IhBS&E]) (Astakb)
Wing On (notes a and b) Bermuda Hong Kong
K& (Fetakh) BEE £
Hangzhou Zhongce Rubber PRC PRC
Company Limited
(“HZ Rubber”) (note ¢)
MNP EBRBERR T el P

(TFmMBRBl) (Fic)
Notes:

(a) The shares of China Velocity and Wing On are listed on the Hong Kong
Stock Exchange.

(b) These companies are a limited liability company incorporated in the
respective jurisdiction.

(c) This is a sino-foreign equity joint venture.

FRE+ A A LEFHE
18 B E N B Z R s
o FEVERIE ) FE A A s B R
(%E)
FEABELZRABREER 223105
RERBEE -

RIBENE+Z/A=Z+—H ZFZTBH
BLRZHFEBERT

Proportion of
nominal value

of issued share
capital/registered
capital held
indirectly hy

the Company
o w EE
BEEET
BRA&ERELS
EE =~ Al

%

22.65

19.58

26.00

Bt iz

a) PESERXKEZROAERE R L

e

m e

(b)
.

() WHHHEGEEEDT -

ARABREERERIRRIZAERD

Principal activities

TEER

Property investment and
development in the PRC

TEZMERERBR

Business of providing
package tours, travel
and other related services
REREE - RKE - &
EmBERYG %S

Manufacturing of tires

o
B
s
(o

PREBHER QA



China Strategic Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE
FROM ASSOCIATES/PAYABLES DUE TO
ASSOCIATES (continued)

The above table lists the associates of the Group which, in the
opinion of the directors, constituted a substantial portion of the share
of results or of net assets of the associates. To give details of other
associates would, in the opinion of the directors, result in particulars
of excessive length.

The following is 2 summary of the most recent published financial
information and management account of the principal associates

held by the Group as at 31st December, 2004:

Consolidated results for the year:

Turnover HER

Net (loss) profit for the year AEE(FERB) SHEE

AEERGERFE
(BB ENF8

Net (loss) profit for the year
attributable to the Group

BRI

For the year ended 31 December 2004 HE " TENF+ A+ —01-&FF

18. 74 B 2

=N EIZ%Z}E/WELIN%M

7N .]/T}\IE:/FE{T%Q’“/\—]W\

AE)

PRINHESABRFBRBE QR MER
EHAAEFEIBZHROZAEEHED

g - BEERBIEL

TREBDILE -

REMH =2

BlZFEg

UTRESERBEIERE QRSN
_f_

DT HERRR S

—HEEEEHE

ZEME+T A=

FEZHEREE
HZ Rubber  China Velocity Wing On
1.1.2004 to 1,1.2004 to 1.1.2004 to
31.12.2004 31.12.2004 31.12.2004
MMNRE FESE XE
ZEBOE —ETHE —BRENE
—B—HZE —~-A—~-B8Z —A—HE
—TEEINEF “EZWNFE —EBRME
t+=A8 +=A +=A
=+-—-H =+-—~8 =t-R
HK$'000 HK$'000 HK$'000
EET T BRI BETT
4,784,903 12,605 1,722,177
97,940 (235,515) 35,377
25,464 (63,344) 10,614
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For the year ended 31 December 2004 BE_ZEWNFE+_A- +—HLE¥E

18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE 18 fhEf & /&) 2z BE 7 FE U T &
FROM ASSOCIATES/PAYABLES DUE TO O FERIE ) PE AR E N F R TE

ASSOCIATES (continued) (#)
Consolidated financial position: BRAE MR
HZ Rubber  China Velacity Wing On
as at as at as at
31.12.2004 31.12.2004 31.12.2004
mN BB FESE k&
R-BZNE R-SZOEF HKR-ZTEME
+=A +=A +=B8
=+-—-8 =t+-—E =+-8
HK$'000 HK$'000 HK$‘000
BT BT BT T
Non-current assets FEREBEE 1,286,257 151,929 2,037,951
Current assets MBEE 1,753,486 81,482 564,490
Current liabilities mENEE (2,180,756) (120,665) (581,588)
Non-current liabilities ETEBE (90,165) (667) (1,075,940)
Minarity interests DB EER (24,109) (14,430 (312,171)
Net assets EEFE 744,713 97,649 632,742
Share of net assets by FEBEEE
the Group: BEEE:
As at 31st December, 2004 KRBT E
+-FB=+—H8 190,893 22,117 123,890

Market value of interest held REBFFBESTE
by the Group N/A 52,770 258,710
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 BE-ZFZENF+_B=+—HILFE

19. RECEIVABLES

M |ERME

19. B W BR 2K

THE GROUP THE COMPANY
TE b N
2004 2003 2004 2003
—EENE ZEE=HF “EEEE —EE=
HK$'000 HK$'000 . HK$’000 HK$'000
EBEFT BEFT BEF B FT
Loan and interest receivables EREZ & EUF B
- secured (note a) — BIEE (HiFa) 230,105 242,967 - -
- unsecured (note b) — EWE (Ff D) 666,513 297,124 41,958 33,725
Promissary nots and its FRNEREFE
interest receivables (note ¢) (Hiztc) 6,735 - - -
Recelvable due from JE W R E X B FRB
related companies (note c) (B sFc) - 10 - -
903,353 540,101 41,958 33,725
Less: Allowances Ao EEE (302,643) (138,356) (35,223) -
600,710 401,745 6,735 33,725
Less: Amounts due within B —ERIE
one year and shown I 5 fE R ED
under current assets BEZINE (563,666) {370,459) {6,735) (14,586)
Amounts due after one year ~ — FEi£BIHi 2 TE 37,044 31,286 - 19,139
Notes: Hist -

{a) Included in secured loan and interest receivables were amounts of
approximately HK$109,286,000 (2003: HK$128,183,000) and
approximetely HK$120,819,000 (2003: HK$114,784,000) due from
Danwei Limited (“Danwei”) and Lucklong Venture Limited ("Lucklong”)
respectively. Allowances made in the loans receivables due from Danwei
and Lucklong as at 31st December, 2004 were approximately
HK$143,905,000 (2003: HK$48,000,000) with reference to the market
value of the collateral secured to the Group. Sheares in certain
companies were pledged to the Group as securities to the loans
receivables.

The loan receivables carry interest at the prevailing market rate.

(a)

EEREFLERFNEHRBDEDINEY
Danwei Ltd. ([Danweil ) & Lucklong Venture
Ltd. (TLucklongl) #7109,286,000& ¢t (= &
T = F : 128,183,000 T ) B &
120,819,000 & (= F & = &
114,784,000 L) 23T - R-ZEZFTWMF
TZAZ+—B - BtE W Danwei Rk
Lucklongz E R 2 BB 4 B
142,905,000 T (Z T & = &
48,000,000 ) * WS ZRHEFAEE
CERRZTENER - B T28 2R
BETFHEME - EA X EHEIMEDanweik
LucklongflB Mt E R 2 i m -

WEKERGRERMTISMNERA -




NOTES TO THE FINANCIAL STATEMENTS HiEsRFTHIEE

For the year ended 31 December 2004 EHZ-_FFHNF+ A +—BiEE

19. RECEIVABLES (continued) 19. FE W BR 2K (48)

{b) Included in unsecured loan and interest receivables were amount of (hy EERFEFREERFNEBEREMAIRER
approximately HK$80,021,000 (2003: HK$40,662,000) due from a B 2 BB B 4180,021,000 T (ZFE=
subsidiary of an investee. £ 40,662,000/ 7L) 2 FIE -

The foan receivables carry interest at the prevailing market rate. LEWERDEENRSNETE -

{c) The principal amount of HK$6,500,000 is unsecured, carries interest at {c) 65000008 T2 A HEER  REAT
prevailing market rate and repayable on 6th May, 2005. BRHMEFBREN-_ZEERERASABHE
(dY Details of the receivable due from related companies are as follows: (d) BRBELAREZEBUOT -
THE GROUP THE COMPANY
EEMN kN
2004 2003 2004 2003
—EBNF —_EBEEC-E —BENE ZEE=E
HK$'000 HK$'000 HK$'000 HKE000
EBEFT T T EBEFIT BETT
Paul Y. — ITC Construction REEEEESLED
Holdings Limited FR2T - 5 - -
ITC Corporation Limited ERELCEEEBERDF - 5 - -
- 10 - -
The amounts were unsecured, non-interest bearing and were ZERELAERF RS REEERE
repayable on demand. 2o
Fre e P AN = ¥
Paul Y. - ITC Construction Holdings Limited (*Paul Y. - ITC") is a RERFREREARD Elg\fﬁimﬁﬁ
AN E A 485
substantial shareholder of the Company and ITC Corporation Limited RARFERBRR  MERERREER
NI R = e o
is a shareholder of Paul Y. - ITC. RAIRIBREREZRR

PEREBRABR
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NOTES TO THE FINANCIAL STATEMENTS S IEIBRUIE

For the year ended 31 December 2004 HE - ZTEZNE+-A=Z+—HIFFE
20. INVESTMENTS IN SECURITIES 0. HFWE
THE GROUP THE COMPANY
Other investments Other investments
TE b N
HthiR& HutgE
2004 2003 2004 ‘ 2003
—ERME —EE=F —BENE —ERCHE
HK$'000 HK$'000 HK$'000 “ HK$'000
BEFT EBEFT BEFT BEFT
t
!
Equity securities: BARE & ‘
Listed il ‘ 91,081 140,053 - -
Unlisted JEEMm 76,909 36,314 - -
167,990 176,367 - { -
Debt securities: BEBES
Unlisted JEETH 45,084 43,421 - -
Club debentures T EH 825 825 825 825
Total 4Bt 213,899 220,613 825 825
Total and reparted as: B R BIE -
Listed Bslii}
Hong Kong & 80,415 112,800 - -
Elsewhere H b 10,666 27,253 - -
91,081 140,053 - -
Unlisted FEEW 122,818 80,560 825 825
213,899 220,613 825 825
Classified under SHEAE
Current i E 19,849 2,930 - -
Non-current JER B 194,050 217,683 825 825
213,899 220,613 825 825
Market value of listed - tHEEZ
securities A 91,081 140,053 - -
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20. INVESTMENTS IN SECURITIES (continued)

The carrying value of listed securities in Hong Kong at 31st
December, 2004 included amounts of HK$28,860,000 (2003:
HK$18,300,000), representing 4.64% (2003: 4.64%) interest in Y.T.
Realty Group Limited (“YT Realty”). YT Realty is incorporated in
Bermuda with it shares listed on the Hong Kong Stock Exchange.

The carrying value of unlisted securities in Hong Kong at 31st
December, 2004 included an amount of HK$43,498,000 (2003:
Nil}, representing 9.77% interest in Apex Quality Group Limited
(“Apex”). Apex is incorporated in the British Virgin islands and
engaged in hote! and leisure related business. Apex was a 22.65%
associate of the Group as at 31st December, 2003. Upon the
completion of disposal of approximately 12.88% interest of Apex by
the Group in September 2004, Apex ceased to be the Group's
associate.

21. DEFERRED TAX ASSETS

The following are the major deferred tax assets recognised and
movement during the prior accounting periods:

At 1st January, 2003 RIEE=€E+_F=+—H

Credit to the consolidated HARBWEER
income statement

Realised on disposal of LENBARSER (fiF32)
subsidiaries (note 32)

At 31st December, 2003 and W_BE=ZF+ A=+
31st December, 2004 E_ETNE+T A=

21T

ENFF A7 +--BLEEE
HENE (H)
EAELTEHAN _ETRET_BE=Z+—

B EEERER AAMEEEERS
B[ AARE])464%(ZBE=F ¢
4.64%) 2 ¥ % - BB 5 28,860,000% 7o
(ZFEZEZ § 18,300,000 5L) ° Y.T.
RealiyR B FEZTMRYL - ERHREE
PP BT e

WZBEOF+-_A=+—80 B&kL
M&E %2 RE{EBE43,498,000 7T (=
EEZF E)ZE8 - (b Apex Quality
Group Limited (TApex) ) 9.77% 2 # 25 -
ApexREBRE R BEBFMAY - HRBBE
FEEREEES R_EEZF+ZA=
+— 8 ApxBAEBEF22.65% 2 B
BRA - AEEBR_FTNEALATRE
E Apex#)12.88% 7 Z51& - ApexZ T B
BEREBEIEERR -

MIBEE

AT BRBEE HHHME RZERBER
EEEREEZDE]

Bad and
doubtful debts
and allowance
RERRBE

HK$'000

BT

13,454

770

14,224

PREBARARAA
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22. OTHER ASSET 2. HMbERE

~J
@ e}

China Strategic Holdings Limited

The amount represents cost incurred in connection with a land
development project in the PRC. The project is a land development
of TRETBE LR £ E 2 located in Long Shan Development Area,
Doumen District, Zhuhai City and is to be jointly developed with Bk
EBHEILTIZEEREESS. The Group is entitled to the exclusive
development right to the project and also the right to obtain the land
for the development (“Other Asset”). The Group is also entitled to
sell the Other Asset to investors at consideration to be agreed among
themselves.

The amount of approximately HK227,045,000 (2003: approximately
HK$226,596,000) was paid by the Group for obtaining the exclusive
development right to the project and in obtaining certain parts of the
right for land cevelopment.

As the directors are of the opinion that the Other Asset is held for
sale, the cost incurred for the Other Asset is included in current

asset accordingly.

The directors has assessed the carrying value of the Other Asset
with reference to the valuation performed by Norton Appraisal
Limited, an independent valuer, on open market value basis and no
impairment loss is identified.

23. INVENTORIES

Raw materials R
Work in progress Eg&
Finished goods 2K &

HHBERANIMERBEELEZIRR
ZEBARETRILEREXRE 2 D%
RIER  URHKEMIPFIRELERR -
BhEBEKETEUIXEERZES
ARA#RR - FEEZEREZBRXERE
REEEFBDELUBRERE ([EHE
ED  REETAEZBERESEME
EETREAS -

FEEERBERE L BRERERSD
THE L% R X 49227,045,0000% 7T
(ZTE=F : 226,596,000% 7T) °

MREERAMEERFTIERE  MEM
BEMEEZREATDINERDEE

BEXC2EZBUMEMEBERFEER
RERAMTEEEMEEENGEERLE
EvEEE TELZBERERE -

378

THE GROUP

TEH
2004 2003
—EENF —EE=F
HK$'000 HK$’000
EBEFT BT T
8,004 12,146
-~ 163
5,704 54,667
13,708 66,976




NOTES TO THE FINANCIAL STATEMENTS BiigsRRHIsE

For the year ended 31 December 2004 EEZTTWE+ A +-HILFE

23. INVENTORIES (continued) 358 (4F)
included in above are finished goods of HK$5,704,000 (2003; T aERA SR EENEREZENR
HK$54,667,000) which are carried at net realisable value. 5,704,000 T (—EE =& : 54,667,000
EIT) o
The cost of inventories recognised as an expense during the year RERERAERIZFERLTOR

was approximately HK$76,066,000 (2003: HK$2,459,591,000}. 76,066,000% T ( Z B & = #F

2,459,991,000/& 7T) °

24. TRADE DERTORS 24 JEWWE BERI

The Group allows its trade customers with credit period normally AEB-—NRBETEZEF ABH0Z180H
ranging from 90 days to 180 days. The aged analysis of the trade THEHR -RNEERZENESERZE
debtors at the balance sheet date is as follows: BT

THE GRGUP
rEM
2004 2003
—E2ENEF —EEZE
HK$'000 HK$'000
EBMTFTT BETT
0-90 days 0F90H 6,832 12,011
91-180 days 91E 180H 114 762
Over 180 days 18CH A + 34 945
6,980 13,718
| —
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25. CREDITORS, OTHER PAYABLES AND ACCRUED 25.FE - BE 2k - X ftb E /5 2K T8 % FE

CHARGES & A
included in creditors, other payables and accrued charges are BEHED - EEENRERETERZE
creditors with the following aged analysis: BammT
THE GROUP
rEN
2004 2003
—ggmE | —TE=F
HK$'000 | HK$'000
B FT | BT T
0-90 days 0Z90H 1,613 | 39,468
91-180 days 91 180H 2,838 1,413
Over 180 days 180H M & 513 813
4,964 41,694
Add: Other payables and o B ESEER
accrued charges EETEBHE 41,111 43,252
46,075 84,946
26. PAYABLES 26. BE i FOA
Details of the payables are as follows: BNFEZFEAT -
THE GROUP THE COMPANY
rE b N
2004 2003 2004 2003
—ESOF | —BER —EFEMF | Z_FTT=F
Notes HK$'000 HK$'000 HK$'000 HK$'000
g BETT BETT BYEFIT EEFT
&0
N Payables due to EABEEQAFRE
related companies (a) 185,635 201,286 185,218 198,105
Payables due to EREZRE
third parties (b) 7,945 77,795 - 50,603

193,580 279,081 185,218 248,708
Less: Amounts shown o AERE AE
under current ZRIE

liabilities (8,637) (34,611) (275) (5,430)

China Strategic Holdings Limited

184,943 244,470 184,943 243,278
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26. FEFT 5IE (4F)

26. PAYABLES (continued)

Notes: Higt -
(a) Details of the payables due to related companies are as follows: (a) ENBEEARZREFENT
THE GROUP THE COMPANY
EEN b NN
2004 2003 2004 2003
g 3 311 5: 3 —ER=HE b3 30053 ZRRZF
Notes HK$'000 HK$'000 HK$'000 HK$000
itksa BETT BEFT BEFT EEFT
Nation Cheer Investment Limited HEREEBEDF i) 184,943 192,675 184,943 192,675
Hanny Magnetics Limited BEYAERA T (i) - 1,076 - 1,076
ITC Management Limited BECEEEERLQT (i) 275 519 275 519
Paul Y. Project Management Paul Y. Project Management
International Limited International Limited (i) - 2,314 - 2,314
Mass Success International Mass Success International
Limited Limited {iif) - 1,251 - 1,251
Paul Y. - ITC Management REEHTRERLRT
Limited (i) - 450 - -
Micro Tech Limited Micor Tech Limited (i) - 270 - 270
Cycle Company Limited and BREERAAR
Gunnell Properties Gunnell Properties
Limited Limited (i) 417 693 - -
[TC Corporation Limited BECEEEERAT (iv) - 744 - -
Paul Y, - ITC (E&M) REHLBERAQT
Company Limited (i) - 1,014 - -
Paul Y. - ITC (E&M) Contractors REZEEE TR
Limited ERDE (i) - 280 - -
185,635 201,286 185,218 198,105
Notes: Mt -
(i) The companies are wholly-owned subsidiaries of substantial () HEQAABREAQRAZERRZZENBLR
shareholders of the Company. A o
(ii) ITC Management Limited is a wholly-owned subsidiary of ITC Corporatian (i) BEELEERERATAERLRERE

Limited, a shareholder of the Company’s substantial shareholder.

(i) Mass Success International Limited is an associate of a substantial
shareholder of the Company.

(iv) ITC Corporation Limited is a shareholder of the Company's substantial
shareholder.

THE GROUP AND THE COMPANY

The amounts are unsecured and carry interest at prevailing market rate.

Except for the payable of HK$184,943,000 (2003: HK$192,675,000) which
is repayable after one year from the balance sheet date, all remaining
balances are repayable on demand.

!

Barz®

BB LS

CEREREDE

BRSGARRRAETERRZRER -

Mass Success International Limited % &R 2
AEEREZHBELR -

(V) BRECESEHEERELTNAFTATEIERR

2R .

EEBEERDTF

BERESAEENR REEHMEFIRE

B -

$ 184,943,000 T (Z &

= 2

192,675,000

B ZROREARGBEART —FHMEE
o EMRCHIZAREREE -

hPEREBAERAA
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26. PAYABLES (continued)

(b) The amounts are unsecured, carry interest at prevailing market rate and

repayable on demand.

THE GROUP

As at 31st December, 2003, except for the payable of HK$51,785,000
which was repayable after one year from the balance sheet date, all

remaining balances were repayable on demand.

THE COMPANY

As at 31st Dacember, 2003, except for the payable of HK$50,603,000
which was repayable after one year from the balance sheet date, all

remaining balances were repayable on demand.

Bank loans

Obligations under finance
leases (nofe a)

Bank overdrafts

Other barrowings (note b)

Secured
Unsecured

Repayable as follows:

Within one year
Between one and two years
Between two and five years

Less: Amount due within one
year included under
current liabilities

Amount due after one year

RITER

BEMRNHEE
(Bista)

RITERX

HEi e (WD)

EER
BIEH

ARUATFHEER

—FR
—EWMF
MERF

B —FRIH
T FHERE
REZHE

—ERINMITR

27. BANK LOANS AND OTHER BORROWINGS

26. & 3K

NOTES TO THE FINANCIAL STATEMENTS H#&sHmEMT

For the year ended 31 December 2004 HE_EENET_A=+—HiLFE

IE (#)

g

(b) ZEREDEER  BHEMEFERA

&

x
S

=
ER=£+-A=+—-8 B

51,795,000 T EN RBERRAERE
FoFREES) EBRAMEERERE

i o

\CEEZET-AZ+-B B

1. /T E

L H A E &

E

i

50,603,000 BT Z BN REANEHERE
B BES  EHZUEHARERE
2

THE GROUP THE COMPANY
r&EE EN

2004 2003 2004 2003
—2TmE —EE=F g kS “ERE=F
HK$'000 HK$'000 HK$'000 HK$000
BE TR BETT BETFT BETL
2,245 12,991 - -
13 175 13 24
6,800 5,131 - 5131
33,567 20,131 - -
42,625 38,428 13 5,155
42,098 12,438 13 5,155
527 25,990 - -
42,625 38,428 13 5,155
42,622 38,284 10 5142
3 33 3 13
- 111 - -
42,625 38,428 13 5,155
(42,622) (38,284) (10) (5,142)
3 144 3 13
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27. BANK LOANS AND OTHER BRORROWINGS 27.$8RfTEZR K EMIEE ()

(continued)
Notes: o
(a) Present value of
Minimum {ease payments minimum lease payments
BERKAR BERAHRZEE
THE GROUP THE COMPANY THE GROUP THE COMPANY
34 N 5£E YN
2004 2003 2004 2003 2004 2003 2004 2003
CEEME |CFECECEBME CH9C°F |Z8BNE “E%54 “BENE “REEE
HK$'000 |  HKS000T HK$'000 | HKS000| HK$'000 | HKSC00| HK$'000 | HK$000
BMFr | BETR| BETR| BY¥Tr| BETR| BETR| BEFR| BETI
Amounts payable BEREAY
under finance leases: B8
Within one year -£f 14 45 14 14 10 | 3l 10 1
In the second to fifth E-FERF
years inclusive (BEEEME) 4 165 4 18 3 144 3 13
18 210 18 32 13 175 13 24
Less: Fuiure finance 5 RRRERE
charges {5) (35) (5) 8} - - - -
Present value of lease BORBERE
ohligations 13 175 13 24 13 175 13 24
Less: Amount due B-ERHSzsE
within one year {10) 30 10) {11)
Amount due after A
one year 3 144 3 13
The average lease term is two (2003: five) years. For the year BOFEHAERE(ZEEZF ' 1
ended 31st December, 2004, the average effective borrowing F) BE-ZENE+_ARZ=Z+-—
rate was 9.4% (2003: 6.7%). Interest rate is fixed at the contract ’ BItFE  THEEEERERILE
date. All leases are on a fixed repayment basis and no (ZZE=F :67E) - BERITYAE &
arrangements have been entered into for contingent rental AHHETE FEENREEERF 4
payments. HEy EUSITUAMRBENY =
RZEE - T
The Group's obligations under finance leases contract are FEBZEENIBATHESESR ﬁ
secured by the lessor's charge on the hired assets. T ZEREER - fg_

(b) The amounts carrying interest at prevailing market rate. by EERBENSEZERN XL -
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NOTES TO THE FINANCIAL STATEMENTS EJH%#&%E B &E

For the year ended 31 December 2004 EHE-_ZEEME+ A=+ —HL#F
28. SHARE CAPITAL 28. B A
Number
of shares Value
B EE BE
Notes HK$'000
fir i BT T
Authorised: ERE
Ordinary shares of HK$0.10 EEEECIOE T EBR
each at 31st December, N_BEE-FR_ZTHNE
2003 and 2004 +-A=+—H 8,000,000,000 800,000
Issued and fully paid: BETERER
Ordinary shares of HK$0.10 EEEECICGE Lz ERIR 829,468,413 82,947
each at 1st January, 2003 R_EZE=F—H—H
Exercise of warrants TTERES (i) 27,126,674 2,713
Ordinary shares of HK$0.10 FEREECIOCET Y TR 856,595,087 85,660
each at 31st December, 2003 W IZEE=F+_A=+—H
{ssue of shares BT (ii) 25,000,000 2,500
At 31st December, 2004 R-EENE+_FA=+—H 881,595,087 88,160
Notes: Bist
(iy During the year ended 31st December, 2003, 27,126,674 shares in the (M REE_EEF=—F+_H=+—
Company of HK$0.10 each were issued upon the exercise of 27,126,674 BIFEER - 27126674B 558
warrants at a price of HK$0.16 per share. The shares issued during the FEOIOE T AATIRNERE

year ended 31st December, 2003 rank pari passu with the then existing

BEROIE T ZERITE
27,126,674 R RIEE M BT ©
ZHREBE_FTE=F+T=A=
T-BULEEARITZIROES

shares in all respect.

FEHHEERRERNEERSE
L o
(i) During the year ended 31st December, 2004, 25,000,000 ordinary in WEE-EENE+—-A=+—

shares in the Company of HK$0.10 each were issued at a price of

BLEFEA - F25,000,0008 5
BREE.ICELZALERNE
RER0.17768 T2 BIEITERE
BAEMET - ZURERBETZ
BOHESFDEERZEFRG

ZERFHA

HK$0.1776 per share as a result of exercise of share options. The
shares issued during the year rank pari passu with the then existing
shares in all respect.
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WARRANTS

In accordance with the conditions attached to the warrants of the
Company, each of the warrants confers rights to the registered holder
to subscribe for one new share of the Company in cash at an initial
subscription price of HK$0.16 per share, subject to adjustment, at
any time from the date of issue to 31st December, 2003 (both days
inclusive). The movement in the number of warrants of the Company
during the year ended 31st December, 2003 were set out as below:

At 1st January, 2003 R_EE=ZF—H—H
Exercised during the year RERNITE

Lapsed during the year P E PSR

At 31st December, 2003 R-BE=ZF+_R=+—H

On 31st December, 2003, zll of the remaining outstanding warrants,
which entitled the registered holders to subscribe for 138,767,008
shares of HK$0.10 each in the Company, were lapsed.

At 31st December, 2004, there were no outstanding warrants,

SHARE OPTIONS

THE COMPANY
The 1992 Scheme

In accordance with the terms of the Company’s Executive Share Option
Scheme adopted on 20th July, 1992 and effective for a period of ten
years after the date of the scheme, the Company granted to directors
and employees of the Company and its subsidiaries share options to
subscribe for its ordinary shares for a consideration of HK$1 for the
primary purpose of providing incentives to directors and eligible
employees. The subscription price, subject to adjustment, is based on
80% of the average of the closing prices of the shares of the Company
on the five trading days immediately before the options were offered.
Options granted are exercisable not later than ten years after the date
the options are granted. The 1992 Scheme was terminated pursuant to
an ordinary resolution passed at an extraordinary general meeting of
the Company held on 4th June, 2002.

29. PR R HE B

BB RN FRIRAEE FREM 2 1T - RB
REZZLNHBEAGERESHIMEE
RETHBRERE-SZ=F+A=Z+—
B(REEERB) HEA  BRHIARER
VHRBEEROLIET (T FRE) RE
—REQDFFHRG - REE_ET=F+
ZRE+T-BLEEER  RRARARKRER
HEEPHHINWT
Number of
outstanding warrant

ROTEZRERHBE

165,893,682
(27,126,674)
(138,767,008)

RZBFE=ZF+ZRA=+—B AT
ZRITERBEFC SRR MEERR
HERRERBAEEZZFEARE
138,767,008 K~ 2 R HARE 0. 108 7T
ZBn e

R-BEBNE+-A=+—0 UEHF
TEZRREE -

i e

N

— A A B
KRBR—NANZFLAZTERRTHR
ANBBREETE - ZEBAEIRKE A
BTFEFAER - REFHZIER K07
AFREIREMBARZEERERRT
BREUZBALCICEBRR  ARMMK
BIET RE - RUEIZTEENE
REZFRcEARERRAREN - RBE
FAITHERB) DRBAQTROEZRERT
ERERFANIBEARSAZTHUTEZ
80% CELZERENEERERLE
B TERNTE - ~ANLZFHEER
BARRR-ZZRE_EXANQBRERER
REFPEBEZEBRBRR L -

PEREREBAER LT
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30. SHARE OPTIONS (continued) 30. AR HE (A5)

Q0
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THE COMPANY (continued)
The 1992 Scheme (continued)

At 31st December, 2003 and 31st December, 2004, there was no
shares issuable under the 1992 Schemes. The total number of shares
in respect of which options may be granted under the 1992 Scheme
was not permitted tc exceed 10% of the shares of the Company in
issue excluding any share issued pursuant to the 1992 Scheme at
any point in time, without prior approval from the Company’s
shareholders. The number of shares in respect of which options
may be grantec to any individual was not permitted to exceed 25%
of the aggregate number of shares of the Company in issue and
issuable under the 1992 Scheme at any point in time, without prior
approval from the Company’s shareholders.

A summary of the movements of share options under the 1992
Scheme during the year ended 31st December, 2003 were as follows:

AT ()

— L T EEF R (AY)
RZEBR=ZF+ A=+ -8R -FBEQ
FE+-A=Z+—8 BEBROKEBE—IA
—FEHEIR P LAIT - BB AN ZEG
gL s ERESR BN EETER
BARQTTECETRD (TEERE—
AAZFEHEmBTZ2EEARG) 2
10% @ BRI AQ B IS R B A BEE BT
EWER - BEAALETZERER SR
ZEHEETEBARE - A NZFT8
TEHEHETRATEIZADARMNAEH
225% @ HEEAABBRELMEER
TR -

~AAZEHEETZERERBEST
T=EL-AS+-ALEEIEDHE
m

Number of shares under option

BRESR2ROEAB
Outstanding Surrendered/ Outstanding
Exercise at lapsed during at
Date of grant Exercisable period price 1.1.2003 the year 31.12.2003
R-ZBE=F R-ZBEZE
—R—H FARE t+ZA=+-—-8
BEBAH TEHE TEE e R 47 &2 g o RATE
HK$
ook
12.1.2000 18.1.2000 to 17.1.2005 3.145 75,000 (75,000) -
—222E-[+=8 -FFTF-AHNBE
—ETERE-FR+tH
Total for directors
EZERELH 75,000 (75,000) ~
Employees
EE
14.2.2000 16.2.2000 to 15.2.2005 3.702 435,000 {(435,000) -
—EEEF-/TEAE —EETFE-A+ABE -
~BEHRE-A+AA
Total for employees
EEBRELAY 435,000 (435,000) -
Grand total
et 510,000 (510,000) -
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30. SHARE OPTIONS (continued) 30 BE R 1 (4F)

THE COMPANY (continued)
The 2002 Scheme

On 4th June, 2002, the Company adopted a new share option
scheme ("2002 Scheme”) which is effective for a period of ten years
far the primary purpose of providing incentives to directors and
eligible employees. Under the 2002 Scheme, the Board of Directors
of the Company may grant options to etligibile employees, including
executive directors of the Company and its subsidiaries, {o subscribe
for shares in the Company for a consideration of HK$1. Options
granted must be taken up within 30 days of the date of grant, upon
payment of HK$1 per grant. Options granted are exercisable not
later than ten years after the date the options are granted. The
exercise price, subject to adjustment, is determined by the board of
directors of the Company and will not be less than the highest of (i)

AT ()
ZEEZFRH

WZEBoEXBNA AL DEAHR
BiEEE (B RFEE)) - HEE
WA TE IEARERAEREAR
HEDN - RE-TEEHE  ADF
EEETRAERER (QERLARE
WELDZHITEF) BT BREARE
ALERS - LHUBBIBTZRME -
B2 WRMEREE A BRI =+ a
MBS IREAZEZAERIERL
A - BE W2 BRI R ERE R
%iﬁ+¢®vﬁoﬁﬁ%(?%ﬁ%ﬁa
ALATEERME  ARRORUTIE

the closing price of the Company’s share on the date of options ZEREBE (WA RARMRETEREY
granted; (il) the average closing price of the Company’s shares for BZWME: (WAATRMEZEEHERE
the five business days immediately preceding the date of grant; and BERHMEAEEERZEANEME

(iii) the nominal value of the Company’s share.

The total number of shares in respect of which options may be
granted under the 2002 Scheme is not permitted to exceed
46,097 894 shares, representing 10% of the issued share capital of
the Company as at the date of adoption of 2002 Scheme. Subject to
the issue of a circular and the approval of the shareholders of the
Company in general meeting and/or such other requirements
prescribed under the Rules Governing the Listing of Securities of
Hong Kong Stock Exchange from time to time, the Board may refresh
the limit at any time to 10% of the total number of shares in issue as
at the date of approval by the shareholders of the Company in
general meeting. The number of shares in respect of which options
may be granted to any individual is not permitted to exceed 1% of

(AR E R ZEE °

BE-ZSZ2-SEAI RO 2BRES R
2RI B BT 15 846,097,894 0 I 1)

ADERFEM TR _FHEBERL
DRARBTRAZION ETE—MHBE
RERDRARERRBREREHIEZAE
T R/RETFTEREBRMES LR A
TRHITHZEMRET BEE2UHBEE
HEREERRFRRRBRRAGHEER
BZEBTRNERZ1I0% - AER[AL
BEYzBREMPRZBNEE TERE
CERRCOEHEBETTITREETRATE
TzARERNDBE 1% EREERD

the aggregate number of shares of the Company in issue and R EEAHEENTELR - 87
issuable under 2002 Scheme at any point in time, without prior
approval from the Company's shareholders.
M
There were no options granted during the year ended 31st NEE_TE=F+_A=+—HBHLEE u(:
December, 2003 under the 2002 Scheme. ALTERE -"TE_FHEBLTOER Jj—@
HE -
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 #HE-—ETEZEME+-H=+—

30. SHARE OPTIONS {continued)

THE COMPANY {continued)
The 2002 Scheme (continued)

A summary of the movements of share options under the 2002
Scheme during the year ended 31st December, 2004 were as follows:

B RS R T =

BIEFE

30 ME B HE ()
cUNRE |
SEEF ()
SETCFHAEE TZEREREES

TEMEF A=+ B EEZEHE
EmT

Number of shares under option

BRESRZRGEE
Outstanding Granted Exercised Outstanding
Exercise at during during at
Date of grant Exercisable period price 1.1.2004 the year the year 31.12.2004
R-ZZEQF R-Z22N%E
-B—-H +ZR=+-8
BEEH TEH B KT ERARE FRETE HRTE
HK$
BET
Employees
EE
8.1.2004 8.1.2004 to 7.1.2009 0.1776 - 25,000,000  {25,000,000) -
ZEEME-ANE ZEEAE-ANA

EZETNF-A+LR

Consideration was received by the Company in respect of the options
granted during the year was insignificant.

The closing prices of the Company’s shares at the dates of grant on
8th January, 2004 was HK$0.172.

The closing price of the Company’s shares at the dates of exercise
by the employses were HK$0.46, HK$0.41, HK$0.60, HK$0.58,
HK$0.55 and HK$0.54 respectively.

AR R E AR B A R 2 R EE
Tﬂ o

RELBH(CTZNFE-ANR) &2
B 2 MM BROI7T2E T -

RERBTEEH  AARRGZWTE
2RIAB046E T - 041ETT © 0.603 T -
0.58E 7L ~ 0.558B L R 0.54F T °
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For the year ended 31 December 2004 BIEZTEWFE+ZA - +—-HIL%E

30. SHARE OPTIONS (continued)

SUBSIDIARY
China Enterprises

Pursuant to the Executive Share Option Scheme adopted on 7th
June, 1994 and effective for a period of ten years after the date of
the adoption of the scheme, China Enterprises granted options to
officers and employses, and directors who are also employees, of
China Enterprises and its subsidiaries to subscribe for common stock
in China Enterprises for a consideration of HK$1 for the primary
purpose of providing incentives to officers, directors and eligible
employees, subject to a maximum of 910,000 shares. Shares of
common stock to be issued upon the exercise of options will be
authorised and unissued shares. An independent committee (the
"Committee”) of China Enterprises’ board of directors was formed to
monitor and consider the granting of options under the scheme. The
subscription price will be determined by the Committee, and will not
be less than 80% of the average closing price of shares of common
stock over the five trading days immediately preceding the date of
offer of the option.

At 31st December, 2003 and 31st Demcember, 2004, there was no
shares issuable under the above scheme. The total number of shares
in respect of which options may be granted under the schemes is
not permitted to exceed 910,000 of the shares of China Enterprises
in issue at any point in time, without prior approval from China
Enterprises’ shareholders. The number of shares in respect of which
options may be granted to any individual is not permitted to exceed
25% of the shares of China Enterprises in issue at any point in time,
without prior appraval from China Enterprises’ shareholders.

30. R (F)

e 1 2 @l
China Enterprises

China Enterprises® — A A EE XA B
RINTERABERESTE - &8l aky
BHETFANEYN - BEHEZER -
China Enterprisesf@ China Enterprises & &
WBARZERABREEB (BENERE
B FHEIE LI EChina Enterprises 2
@AL 0 LR A910,0000% A% 5 + I Hh L
BEBIATZRE BRUABZFERN
2REHANE EERSEREERHAR
- (THRBREMBITZERRRGD S
BETRFEITBRMH ~ China Enterprises
CEFReRUBYEER([EEB8)) &
EREEREFBFHBERE - REES
ZEEET HTZERTERBOEE
FREREZZAHIEEAX S 2FHUK
ME.280% o

N ZBE=F+ - HA=+-HRZEEN
FE+-_B=+—R FERKDABE LD
FEBMET c REBXZIEUREZBERE
B Rz M e RGBS China
Enterprises T B B Z1TAY (D 8L B 2 910,000
A% + HEEL 2 China Enterprisesf 3 F st il
HEERTEUR - AEAATETZER
SR Z2BEMHEE THBBACH
Enterprises T B 2 B 1TA% 19 2 25% - M EX
8 China Enterprisesh® & % %4 #1 £ & &)1
EYLRR -
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For the year ended 31 December 2004 BE_ZREFTMFE+_FZ+—BILEE

30. R HE ()
Bt B 2N ® (4E)
China Enterprises (#8)
China EnterprisesBE PR 1E:F E8|IJHEE TR &
g lRERREE TS =F1+ A=+
—~BIEEERZEBHHBZNT

30. SHARE OPTIONS (continued)
SUBSIDIARY (continued)
China Enterprises {continued)
A summary of the movements of share options under the share
option scheme of China Enterprises held by employees during the
year ended 31st December, 2003 was as follows:

\O
o

China Strategic Holdings Limited

Outstanding Surrendered/ Outstanding
at lapsed at
Exercisable period Exercise price 1.1.2003 during the year 31.12.2003
TR THERE R-Z2T= R-BEZF
F—H—H FRARER+=A=+—8
i R AT E &R R ATE
us$
ET
3.2.2000 to 2.2.2010
TEREEF-_AZRE
—E-EH5 -/ H 9.9375 20,000 (20,000) -
31. RESERVES 31.
Special Capital
Share capital  redemption
premium reserve reserve Deficit Total
55l -
ReEE EXfE BRORR g S
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EEFT  ABETT EETT EEFT ABETI
THE COMPANY mf‘ﬂ
At 1st January, 2003 RZET=F—H~H 1,897,348 414,881 233 (1,157,457) 1,155,005
Exercise of warrants ﬂﬁ%ﬂﬁ & 1,628 - - - 1,628
Net loss for the year AEEEEEE - - - (94,357)  (94,357)
At 31st December, 2003 R-EE=F+ZA=+—H 1,898,976 414,881 233 (1,251,814) 1062276
Issue of shares EORG 1,940 - - - 1,940
Net foss for the year rEEBETE - - - (144053)  (144,053)
At 31st December, 2004 W_EERFE+-_A=+—H 1,900,916 414,881 233 (1,395,867) 920,163

The special capital reserve of the Company represents the amount

arising from the capital reduction carried out by the Company during
the year ended 31st December, 2001.

At 31st December, 2004 and 2003, the Company had no reserves
available for distribution to shareholders.

ALBZBREERBRRETDENEE

TEE-FA+ A=t -HILEFEE

BBREMELEZEE

i
H xR

B BRI HD

TH

TENER-_FE=F+_RA=1—

PR TERR 2 B -
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32.DISPOSAL/DILUTION

SUBSIDIARIES

For the year ended 31 December 2004 #HEZ-F

OF INTERESTS IN

During the year, the Group disposed of its 100% interest in Tung
Fong Hong Investment Limited ("TFHI"). Details of the assets and
liabilities of the subsidiaries disposed of are as follows:

Net assets disposed of:

Property, plant and equipment
Deferred tax assets
Interests in associates
Receivables due from associates
Investments in securities
Inventories
Trade debtors
Other receivables, deposits
and prepayments
Pledged bank deposits
Bank balances and cash
Trade creditors, other payables
and accrued charges
Income and other taxes payable
Bank loans and other borrowings
Obligations under finance leases
Minority interests

Less: Interest retained as
interests in associates

Goodwill realised

Negative goodwill reserve realised E

Exchange reserve realised

(Loss) gain on disposal/dilution

Satisfied by:

Cash

Promissory note included in
receivables

Analysis of the net inflow
(outflow) of cash and cash
equivalents in connection
with the disposal/dilution of
subsidiaries:

Cash consideration received
Bank balances and cash
disposed of

Net inflow (outflow) of cash
and cash equivalents

i

5
it

EEH K
P Ol my S
SN
g W
Bk B

AR AES O
R s

o
e
Ea

&'E&gﬁﬁt i 24
W%

s

Hp iz
HAGFE B

RIE R

T St 2 3 S S ) ol S SR

e
0 ) 8 5 2T\ B S

S8 12 SR 2 B
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WA HWNR BN =0 HRDEE W
Bl it X
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i
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o

PR AR Y QFE
BEPARE
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RBe
FPABMRIR 2 AN E
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2 U ER
EHE ARES

ReRBReFREAAOMNR) FEB

EOE+R:

ST HEEE

32 E MM E A A

Fr - AEBEE S ENRTung Fong Hong
Investment Limited ([TFHI) Zz 2 BR4E2S o
HEZHBLR 2 EESBERBLT

2004 2003
—EENEF —BRT=F
HK$'000 HK$'000
EBEFT BEFT
34,924 901,368
- 14,224
14,808 103,064
- 81,551

- 5,216
49,319 737,767
12,112 530,528
8,427 207,315

- 70,098
22,176 296,719
(43,316) (757,419)
(30) (34,335)
(60,197) | (1,274,058)
(149) -
- (486,909)
38,074 395,129
- (178,053)
38,074 217,076
9,170 6,852
13 (3,848)
47,257 220,080
(5,257) 12,344
42,000 232,424
35,500 232,424
6,500 -
42,000 232,424
35,500 232,424
(22,176) (296,719)
13,324 (64,295)
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For the year ended 31 December 2004 HEZFEBEWNE+Z/FZ+— Berr =

32. DISPOSAL/DILUTION OF
SUBSIDIARIES (continued)

33.

INTERESTS

The subsidiaries disposed of during the year contributed
approximately HK$96,262,000 (2003: HK$2,653,540,000) to the
Group's turnover, and approximately profit of HK$6,778,0000 (2003:
loss of HK$3(,362,000) to the Group’s loss from operations.

PURCHASE OF SUBSIDIARIES

IN 32 W& N E N RS ()
ERHEZHELAATEEEEEER
#) 96,262,000 T (Z T F = &
2,653,540,000E7T) 2 BB - ZAAREHE

33.

During the year, the Group acquired a 80% interest in Talent Cosmos

Limited for a consideration of HK$30 million. Details of the assets

and liabilities acquired are as follows:

Net assets acquired:

Property, plant and equipment

Investment in securities

Interests in associates

Inventories

Trade debtors

Bank balances and cash

Creditors, otrer payables
and accrued charges

Payables due to associates

Bank loans

Minority interests

Goodwill aris'ng on acquisition

Satisfied by:
Cash

EBAREEE:

mME - BERES
BHRILE
REE QT 7R
FE

FENE SHEH
WMITHEBERS
FERTERFR - Efh I 3RIA
REER
AR RN
RITER
LCEARREZ

WEEEZBHE

XA
%

R EIBE IR 46 77800008 T (ZEE
=4F E5%590,362,000/’%7E) 2 A e

HEA B B 1 A

£ A5 E 430,000,000/ 7T 2 KB
B FTERARZ80%ED - BAZNE

ARz EEHBEREBENT -
2004 | 2003
:?%Ei( —ET=F
HK$'000 ! HK$'000
BT T BT T
27,465 -
4,160 -
386 -
10,079 -~
8,760 -~
3,256 -
(37,086) (12)
(2,198) -
(10,453) ~
(1,181) 410
3,188 398
26,812 387
30,000 785
30,000 785
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33. PURCHASE OF SUBSIDIARIES (continued)

34.

Analysis of the net cash outflow of cash and cash equivalents in
connection with the purchase of subsidiaries:

Cash consideration paid EREERE

Bank balances and cash acquired BEAZRITEHRE S

Net cash outflow of cash and EHEBANBLRAZRER
cash equivalents in connection B2ZH2RBENEEH

with the purchase of subsidiaries

The subsidiaries acquired during the year ended 31st December,
2004, contributed approximately HK$27,141,000Q to the Group's
turnover and approximately HK$2,005,000 to the Group's loss from
operations.

The subsidiaries acquired during the year ended 31st December,
2003 did not make significant contribution to the Group's turnover
and the Group’s 1oss from operations.

MAJOR NON-CASH TRANSACTIONS

During the year ended 31st December, 2004, the major non-cash
transactions were as follows:

(a)

(b)

()

(d)

Iincrease in receivables of approximately HK$34,979,000 before
allowances of HK$10,686,000 were resulted from reclassification
from loans receivables due from associates included in interests
in associates upon the completion of dilution of interest in
associates,

Addition to deposit paid for acquisition of interest in properties
of approximately HK$46,686,000 were repayments of loans
receivables due from associates.

Addition to investment in securities of approximately
HK$43,588,000 were as result of disposal/dilution of interests
in associates,

Loan receivables due from associates of HK$70,200,000 were
settled by the issuance of convertible notes by the associates
included in interests in associates.

BEEFZAC P DbE R
BEHAWE A (47
EREAMBLRZELRRLSELY
BINRFEZ DM
2004 2003
—BEmE | ZFT=
HK$°000 HK$'000
BEF T BT T
(30,000) (785)
3,256 -
(26,744) (785)

REE_ZFEONF+-_A=Z+—-HLFE
W RERREZHBRARAAXEEER
FEHIRM27 1410008 T2 ER - RRT
BB RE2,0050008 T2 BERIE -

REE_EE=F+_A=+—HLFE
A RERKECHBLABTEARER
EREACETIRREESHIE -

ERIREXH
REE-FENFT-AZ+—BLFE
A Ek%ﬁﬁx%WT.
) BEERBERT 2 BERRE 8

RUBELIERENIBEETAR
MELRZEST  SHEWNHESR
N%)34,973,0007% 7T (510,686,000
BT ZEER) -

b) RUBEYEERINZESLENY
46,686,000 7T+ tb Ty R & 2 5]
BRZER -

(c) AHE HBERBMELT 2EE &
HEHRERNAA3,588,000% T °

5 D BB 070,200,000 T E
S AR BT BRBRERZANE
25T ARBE R QT 2D -

hEREBRER
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For the year ended 31 December 2004 B|ME-ZEFEF+ - A=+ —

34. MAJOR NON-CASH TRANSACTIONS

35.

(e)

Additions to deposits paid for acquisition of subsidiaries of
HK3$40,000,00 were repayments from receivables.

During the year ended 31st December, 2003, the major non-cash

transaction are as follows:

{a)

{(b)

increase in interests in associates of approximately
HK$74,989,000 arose from the disposed of 25% interest in a
51% owned subsidiary and arose from disposal of 50% interest
in a wholly-owned subsidiary.

Increase in other receivables, deposits and repayment of
approximately HK$11,032,000 were as a result of reclassification
from payment for acquisition of land development right upon
the termination of the project during the year ended 31st
December, 2003.

Finance lease arrangement in respect of property, plant and
equipment with a capital value at the inception of the leases of
approximaiely HK$168,000.

COMMITMENTS

At the balance sheet date, the Group had the following capital

commitments:

BlEEE

M EEHRBREXH

(e

) M EBHB AR XN 2RE BN

4000000078 7T + 1t THFE IR FROR 2 3K -

REE-ZF=FT_A=+-BLFE

"

{a)

ITERFREXFHWT

Iﬁj%—i?ﬁﬁfﬂ%zwg":}&ﬁ
—REENBAFO%EEMER
B QR 2 1 A0 £ 74,989,000

°

;41%’:‘»&13

REE-FTE=F+-HF=+—H
FEARLIBREISUELBRR
EFIRREET S B E S BEKIR
R oBERBENREZBNG
11,032,000 7T ©

E
A

ﬁFH

ERNE BELRGBZREEANZ
FERET 8 2 & A E4168,000
ABTT e

35. 7K %

REEEH

CASREZEREFENT ¢

THE GROUP THE COMPANY
& b YN
2004 | 2003 2004 2003
—EENE | Z2E-F | ZEBNE | ZBT=
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BEFT EBEFT
Contracted for but not provided in =~ R ETHEREH K
the financial statements in BERBRTI
respect of ETEELRE
(i) Acquisition cf interest in H BEDEER
properties (note 14) (KHit14) 377,516 - - -
(i) Other assets (i HEmEE 91,981 -
(iii} Acguisition of subsidiaries (i) WEHBLA
(note 15) (ft3£15) 10,000 - - -
479,497 - - -
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36.OPERATING LEASE COMMITMENTS

The Group has made approximately. HK$8 052,000 (2003:
HK$26,344,000) minimum lease payments under operating leases
during the year in respect of office premises.

The Group as lessee

At the balance sheet date, the Group and the Company had
commitments for future minimum lease payments under non-

FA=f -G E
36, BB TH #) R 1B
AEENEXNRESEABROTYE Y B4

BN EAINZ2EERRAOTRG B
8,052,000 L (ZEE = F : 26,344,000
BT o

7 S AR R R AR A
NEER  ARERALRRBEEREL
RBFZTARMEELEOMBERRE

cancellable operating leases in respect of land and buildings which BROMERZEE  UREEABEZIE
fall due as follows: BT
THE GROUP THE COMPANY
TER b N
2004 2003 2004 2003
—EENE | ~2EZHF | ZBE0NF | ZEBEZFE
HK$'000 HK$'000 HK$'000 HK$'000
BETT EEFT BT BT
Within one year —&E R 64 16,216 - 577
In the second to fifth year E-FZERE
inclusive (BERRERME) - 16,930 - -
64 33,146 - 577
Leases are negotiated for an average term of one year and rentals MO —FABETER  BaTH

are fixed for an average of one year.

M—FERHTUBE -
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37. CONTINGENT LIABILITIES 37. 8RB
THE GROUP THE COMPANY
TEM XA F
2004 2003 [ 2004 | 2003
“BENF | TT=F | —BBNE | —FE=F
HK$'000 HK$'000 HK$'000 HK$°000
BETT EBETI BEFT BEEFT
(a) Corporate guarantee given  (a) ZAAQARHE T T 1
by the Company for banking iﬁ.Ziﬁﬂwﬁéhﬁ\
facilities granted to: 2N EVEAR
(i) subsidiaries (i) WEBAR - - 28,500 26,243
(i) associates (i) B e 15,500 32,300 15,500 32,300
Other guarzntees issued to REEDEENZ
associates EmER 30,780 780 30,780 780
46,280 33,080 74,780 59,323
I—

(b)

The Company has granted a guarantee in favour of MTR
Corporation Limited ("MTR”} in respect of outstanding rent and
obligations under the tenancy agreement entered into between
Tung Fong Hung Medicine (Retail) Limited, a wholly-owned
subsidiary of the TFHI (note 32) and MTR for the leased
properties. As at 31st December, 2004, such guarantee has not
yet been reieased upon the disposal of the entire interest in

) RRBISMTFHIA i 32)2 BB 2 8
Tung Fong Hung Medicine (Retail)
leated Bt a R AR () #®E

EMEMET2HE T%S%IET,’Z%%H
HekREBEEAMEREMHER
RZFBONE+ZR=+—8H" EE@%
RRAEELETFHIZHRESFDR

TFHI by the Group. BRRR -
38. PLEDGE OF ASSETS 38. & E K
(a) As at 31st December, 2004, bank deposits of HK$1,012,000 (@) RZEZWUEA+_E=+—08 28

(2003: Nil) was pledged to secure credit facilities granted to the
Group.

At 31st December, 2003, interests in an associates with net
assets value attributable to the Group of approximately
HK$83,622,000 were pledged to secure credit facilities granted
to the associates of the Group.

At 31st December, 2004, investment in securities with a carrying
value of HK$72,186,000 (2003: HK$111,496,000) were pledged
to secure margin account credit facilities and banking facilities
granted to the Group.

The margin loan facility amounting to HK$33,567,000 included
in bank loans and other borrowings (2003: HK$7,131,000) were
utilised by the Group.

10120008 L (—EF=F &) 7
TERER AT EBMEZER
EEEZER-

R-EEZF+_A=+—H 28
KE B RSB EF(E483,622,0008
TTZBEATRHEER  FRAKHE
BMENRMEZEREEEZER

WoZEENFEF_A=T—RH 28
BREER72,186,0008 T (ZBE=
% 0 111,496,000 7T) 2 & %&é%ﬁ
B ERTEEMECHEAEEER
RITEEBEZER -

AEEDHHI567,00057 (- BT
=% 7131 OOO?%?TE) ZIERBEER
EF(BHARTERREMEDS) -
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39. RELATED PARTY TRANSACTIONS 0.BEBE AT S

During the year, the Group entered into the following significant FA - AEEETHEEQRRINUATR
transactions with related parties: &
Name of company Nature of transactions Notes 2004 2003
REAER XEME g —BE2OEF BB H
HK$'000 HK$ 000
BT EETT
Sing Pao Newspaper Loan interest income received (a) 390 363
Company Limited and receivable by the Group
BB ABERAT REFECDWERBRE 2 ERFERA
Lucklong Loan interest income received (b) - 5,984
and receivable by the Group
KEBDRRERZERFBRA
Danwei Loan interest income received (b) - 6,683
and receivable by the Group
FEERREEEZEFTERA
Hanny Magnetics Limited Loan interest expense paid (c) - 2,606
and payable by the Group’
WMEMAERAT AEBDARENZERALEX N
Rent expenses paid and payable 16 17
by the Group
FEFBENREMZEE XS
Sale of goods made by the Group ~ 63
FEEHEEE®R
Paul Y. - ITC Management Loan interest paid and payable by (d) - 1,193
Limited the Group
REEEETEERLT AEEENREMZERAL
Secondment fee paid an payable 330 354
by the Group
AEEERNREN TREER
Sales of goods by the Group 3 -
AEEHEEER
Paul Y. - 1TC (E & M) Repair and maintenance fee paid (c) 42 58
Company Limited and payable by the Group
REBREERLF REBENRENZEBEREEER
Project management fee paid - 872
and payable by the Group
AEEBERRENZEREESR
Mechanical and electrical service - 7
fee paid and payable by the Group
FEEENREBNZBEREE
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 B EZZETMNE+ -+ B ILEE

39. RELATED FARTY TRANSACTIONS (continued)

Name of company
REER

Cycle Company Limited and
Gunnell Properties Limited
EEERARR

Gunnell Properties Limited

Paul Y. Project Management
International Limited

Paul Y. — ITC Management
Limited
REBHEEFRLF

Paul Y. — ITC Interior
Contractors Limited
REEFEHERLF

Nation Cheer Investment
Limited
EERESRAA

Millennium Target

Holdings Limitad

Wing On
KE

China Velocity
FE &R

Nature of transactions

XEMHE

Rental expenses paid and payable
by the Group
AEEENREMzcHST W

Project management fee paid
and payable by the Group
AEBCOCHNEENZEEEEE

Sale of goods made by the Group
AEEHEEEM

Project management fee paid
and payable by the Group
AEEENEENZEEEEE

Interest expense paid and payable
by the Group
FEERNEERZFERE

Loan interest income received
and receivable by the Group

AEED R ERZERFS WA

Loan interest income received and
receivable by the Group

FEBCURERZEZRRSUWA

Loan interest income received and
receivable by the Group

AEBEDWEERZ ERFBEA

B SRR I 5E

39.MEANLR Y ()

Notes 2004 | 2003
i | —®FAE —wRss
HK$'000 |  HK$'000

BT ERTIT

(c) 553 554
(c) - 434
(c) 338 687
(c) - 15
(c) 12,428 10,270
(e) - 31
(" 1,466 2,198
(" - 3,249
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3O.BEANLRS ()

Name of company
NE BB

Hong Kong Wing On
Travel Service Limited

BERKRRBEERLF

Mass Success International
Limited

Pacific Century Premium
Developments Limited
(“PCPD”, formerly known
as Dong Fang Gas
Holdings Limited)

BRRITHEERERLT

(TBRXME] 7B
REMREBERLQAED

Apex

Mirco Tech Limited

Chief Altantic Profits Limited

Rosedale Park Limited

39. RELATED PARTY TRANSACTIONS (continued)

Nature of transactions

XZME

Air ticketing and travel service
expenses paid and payable by
the Group

FEBENRENZAERER

ZRRH

Sale of goods made by the Group

FEBEHEEER

Rental expenses paid and payable
by the Group
FREBENRENZES2Z S

Management fee received and
receivable by the Group
FEBERERERZERBIRA

Loan interest income received and
receivable by the Group

AEEE YW R B Z EFFBBA

Rental expense of motor vehicles paid

and payable by the Group
AEFBONREMESEESRX

Loan interest income received and
receivable by the Group

FREEUEERZERFEHEA

Sale of goods made by the Group

AEEHEER

Hotel expense paid and payable
by the Group

AEBDNRENZEERS

Notes

i

(e)

(g)

(h)

(h)

(c)

(1)

(1)

2004

 —emEmz

HK$°000
EM TR

260

577

200

3,280

216

303

E:

i

2003

=L ¥

HK$°000
BT

73

209

618

150

248

216

306

11

14
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For the year ended 31 December 2004 EHZ2ZBZNRE+ A=+ —BLEFE

39. RELATED PARTY TRANSACTIONS (continued)

Notes:

(a) Sing Pao Newspaper Company Limited is wholly-owned subsidiary of an
investee of the Group.

(b) Ms. Chau Mei Wah, Rosanna (“Ms. Chau”), a director of the Company,
is the former director of Danwei and Lucklong. Mr. Lau Ko Yuen, the
former alternate director to Ms. Chau, is a director of substantial
shareholder of the Company and a director of Danwei and Lucklong.
During the year ended 31st December, 2004, interest income received
and receivable by the Group from Danwel and Lucklong were
approximately HK$6,035,000 and HK$6,103,000 respectively.

{c) Hanny Magnetics Limited, Paul Y. - ITC (E & M) Company Limited, Paul
Y. Project Management International Limited, Cycie Company Limited
and Gunnell Properties Limited, Paul Y. ITC Management Limited, Paul
Y - ITC Interior Contractors Limited, Nation Cheer Investment Limited
and Mirco Tech Limited are whally-owned subsidiaries of a substantial
shareholder of the Company.

(d) ITC Management Limited is the shareholder of a substantial shareholder
of the Company.

(e) Millennium Target Holdings Limited and Hong Kong Wing On Travel
Service Limited are wholly-owned subsidiaries of Wing On.

(f)  Wing On, China Velocity are associates of the Group.

(g) Mass Success International Limited is an associate of a substantial
shareholder of the Company.

(hy PCPD and Apex ceased to be associates of the Group during the year
ended 31st December, 2004.

(i) China Altantic Profits Limited and Rosedale Park Limited are wholly-
owned subsidiaries of PCPD and Apex.

During the year, the Company issued “all monies” guarantees and
indemnity to a bank for the banking facilities granted to a non-
wholly owned subsidiary and an associzate of the Group and the
amount of approximately HK$1,913,000 and no amount utilised by
that non-wholly subsidiary and an assaociate respectively as at 31st
December, 2004,
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For the year ended 31 December 2004 BE _ZTEWME+ =
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RELATED PARTY TRANSACTIONS (continued)

Details of balances with related parties as at the balance sheet date
are set out in the consolidated balance sheet and in notes 18, 19
and 26.

In the opinion of the directors, the above transactions were
undertaken in the ordinary course of business transactions and the
terms were mutually agreed between the Group and the related
parties.

RETIREMENT BENEFIT SCHEME

The Group operates a Mandatory Provident Fund Scheme (*MPF
Scheme”) for all qualifying employees in Hong Kong. The assets of
the schemes are held separately from those of the Group, in funds
under the control of trustees. The Group and employees each
contribute 5% of the relevant payroll costs to the Scheme.

The retirement benefit scheme contributions relating to the MPF
Scheme charged to the income statement represent contributions
payable to the scheme by the Group at rates specified in the rules of
the schemes.

The employees in the joint venture subsidiaries in the PRC are
members of the state-sponsored pension scheme operated by the
government in the PRC. The joint venture companies are required to
contribute a certain percentage of their payroll to the pension scheme
to fund the benefits. The only obligation of the Group with respect to
the pension scheme is fo make the required contributions under the
scheme. The amount of contributions payable to the pension
schemes are charged to the income statement.

At the balance sheet date, there were no significant forfeited
contributions which arose upon employees leaving the scheme prior
to their interests in the Group’s contributions becoming fully vested
and which are available to reduce the contributions payable by the
Group in future years.

The total cost charged to income statements of approximately
HK$851,000 (2003: HMK$27,186,000) represents contribution
payable to these schemes by the Group in respect of the current
year.
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41. POST BALANCE SHEET EVENTS HEEHIBEIE
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The following events occurred subsequent to the balance sheet date:

On 19th April, 2005, the Company announced a proposed group
reorganization (“China Strategic Group Reorganization”) which, if
approved and imolemented, will result in, (i) the Company continuing
to be a public listed company with its subsidiaries concentrating on
its business of manufacturing and trading of battery products,
investments in securities and property and investment in unlisted
investment; (ii} all other subsidiaries of the Group carrying on

THEEDIREERREL

RZZBEREOATAE  ARFIEME
EmEMo 2R ((TREEEE])  WER
BERNERT  #EHOFQREBERE
REITREZME - ERBARRSEZE
RELERBERBERY BHFLDE
"E URFELTEEBEBZERE (DA
SEETEEDEZRERREERER

property development and investment holding business, and all other FTEEMmMBAT  IUWRAEBETES
associates of the Group carrying on manufacturing and marketing of WlamEhEl  ERIRTE - RERE

tires and business of providing package tour, travel and other related
services being grouped under the Group Dragon Investments Limited
(“GDI") (a wholly owned subsidiary of the Company) and its
subsidiaries upon completion of the China Strategic Group
Reorganization; and (iii) the distribution in specie of shares in GDI
to the then shareholders of the Company on a record date to be
fixed, on the basis of cne GDI shares for every share in the Company
after consolidation under the capital reorganization as described
below (“Capital Rzorganization”).

The Company alsa proposed ta carry out the Capital Reorganization
which involve, inter alia, the followings:

(i) cancellation of the paid-up capital of HK$0.05 on each issued
share of the Company and reduction in the nominal value of
each issued share from HK$0.10 to HK$0.05 (“Capital
Reduction”) and the cancellation of the entire share premium
account of the Company;

(ii}) subdivision of each authorized but unissued share of the
Company into two reduced shares of HK$0.05 each
(“Subdivision™);

(i) every two reduced shares of the Company of HK$0.05 each
arising from the Capital Reduction and Subdivision will then be
consolidated into one ordinary share of HK$0.10; and

{iv) the credits of approximately HK$44, 079,000 and
HK$1,900,916,000 resulting from the Capital Reduction and
the cancellation of the share premium account, respectively to
the special capital reserve account of the Company.

Details of the China Strategic Group Reogrganization and Capital
Reorganization are set out in the joint announcement of the Company
dated 19th April, 2005.
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FINANCIAL SUMMARY BIHRE

A summary of the consclidated results and of the assets and liabilities of
the Group for each of the five years ended 31st December, 2004 is set

out below:

(a) Results

Turnover

Loss before taxation

Taxation

Loss before minority
interests

Minority interests

Net loss for the year

Dividends

BRI ATE R

IR

REFPBER
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(a) 8

Year ended 31st December,

BE+-AzZ+-BLEE

2000 2001 2002 2003 2004
“EETEF ZFT-F _TE-F ZTE-F ZZEMOF
HK$'000  HK$000  HK$000  HK$'000  HK$'000
EFT  EETFT BEFT EETT  EETT
(Note)
(/1)
3,158,058 3,234,404 3601735 2884493 123,403
(812,883) (1,001,147)  (695566)  (169,184)  (124,564)
(6,608) (5982)  (12,250)  (10,935) (6,464)
(819,491) (1,007,129) (707,816)  (180,119)  (131,028)
88,809 408399 233,682 (9.409)  (45,024)
(730,682)  (598,730)  (474,134)  (189,528)  (176,052)

46,098
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Note:

FINANCIAL SUMMARY

(b) Assets and liabilities

Investment properties

Properties, plant and
equipment

Properties under/held
for development

Payment for acquisition
of land development rights

Deposit paid for acquisition
of a property

Payment for acquisition
of subsidiaries

Intangible assets

Goodwill

Interests in assoc:ates

Investments in securities

Receivables — due after
one year

Loans to minority
shareholders

Deferred tax asses

Net current assets

Share capital
Reserves

Shareholders’ funds
Minority interests
Deposits received
Non-current liabilities
Loans from minority
shareholders
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(b) HEHRAH
At 31st December,

R+=-—A=+-—8

2000 2001 2002 2003 2004
—TTRE —TT-F —TT-F —TT=F ZZENE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT RBETIT BT EY¥FT EBETX

(Note)

(BfsE)
71,818 49,341 - - -
2,734 587 2,452,199 746,778 43,156 35,238
157,401 137,000 - - -
- 2,727 14,687 - -
- - - - 47,012
- - - - 40,000
107,208 - - - -
- 32,708 30,953 9,325 25,807
115,752 176,268 681,328 823,147 429,000
757,197 473,408 410,685 217,083 194,050
18,995 302,439 22,586 31,286 37,044
28,074 26,765 - - -
- - 13,454 - -
1,256,530 604,755 855,502 903,557 984,141
5,247 562 4,257,610 2,775973 2,028,154 1,792,292
460,979 46,098 82,947 85,660 88,160
2,388,875 2,174,692 1,651,106 1,447,720 1,223,577
2,849854 2,220,790 1,734,053 1,533,380 1,311,737
1,699,376 1,323,582 728,942 250,160 295,609
76,638 76,638 - - -
595213 593,121 312,978 244 614 184,946
26,481 43,479 - - -
5,247 562 4,257,610 2,775973 2,028,154 1,792,292

The amounts were restated as a result of the adoption of Statement of

Standard Accounting Practice 12 (Revised) "Income Taxes” issued by
the Hong Kong Institute of Certified Public Accountants ("SSAP 12").
However, the financial impact in respect of the adoption of SSAP 12 has

not been accounted for in this summary for the two years ended 31st

December, 2001.

BPEE -

UEeHERATREHMRETRM 2ES
BEEREI2 5 (EBE) [FAER] ([
ERENSI2HDMEY - A - LBEZ
BE-ET A+ -HUIMFZRELE
FAREMEHEBERNEIZRZHMBEE -




os Limited




